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LATIN AMERICA AND THE CREATION OF A 
NEW INTERNATIONAL ORDERS 

I. THE EVOLUTION OF THE LATIN AMERICAN ECONOMY IN 1973 

In 1973 the Latin American economy showed 
two distinct features: while the rapid rate of 
growth of recent years was maintained in global 
terms,, towards the end of the year the positive 
and negative impacts of the international eco-
nomic conjuncture hit the region with their full 
force. 

Latin America's growth rate in 1973 was 7.4 
per cent, thus giving an average of 6.8 per cent 
for the period of the present decade which 
has so far elapsed. The rise in per capita in-
come in the same year was 4.5 per cent, which 
is quite a high figure considering the big pop-
ulation increase recorded for the region as a 
whole. As in previous years, however, this figure 
conceals marked disparities, so it should not 
be viewed with unqualified optimism. The re-
lative weight of Brazil, which continued to 
record a very high rate of growth (11 per cent), 
tends to influence the regional average, although 
the rate of growth of the rest of the countries 
(6 per cent) is nevertheless higher than the 
year before. There were a number of other 
countries (Ecuador, Guatemala, Mexico,, the 
Dominican Republic and Venezuela) which 
also registered growth rates over the regional 
average; in contrast, the countries which had 
the lowest growth rates included many of the 
relatively less-developed nations. 

While the limitations of a ^obal index like 
that referred to are well known insofar as the 
evaluation of the economic and social signifi-
cance of the development process is concerned, 
it is nevertheless worth emphasizing that Latin 
America shows a sustained tendency to increase 
its capacity for generating goods and services. 
This capacity has been based fundamentally 
on the expansion of the industrial sector, con-

1 Statement by Mr. Enrique V. Iglesias, Executive 
Secretary of the Economic Commission for Latin 
America, at the fifty-seventh session of the Economic 
and Social Council. 

stniction and basic services, accompanied this 
year by the substantial growth recorded in the 
mining sector. Manufacturing kept up its rapid 
growth (9.2 per cent), and even excluding the 
influence of Brazil, which weighed heavily in 
the total with its manufacturing growth rate of 
15.8 per cent, the rate of manufacturing ex-
pansion of the rest of the countries still attained 
an average of 6.7 per cent. In contrast, agricul-
tural performance continued to be erratic and 
traditionally sluggish as compared with the 
other indicators; according to preliminary na-
tional accounts estimates it grew by only 3.6 
per cent in 1973. 

The two most significant features of the 
1973 economic situation are reflected in the 
behaviour of the external sector and the evolu-
tion of international prices. As regards the first 
of these, Latin America continued to expand 
its exports of traditional and non-traditional 
goods. Some Latin American countries have 
achieved quite spectacular success with their 
exports,, and this has played a considerable part 
in the expansion of the region's product, espe-
cially its manufacturing output. Even taking ac-
count of the rise in prices, the growth achieved 
is considerable in real terms. The dollar value 
of the region's exports increased by 43 per cent 
in 1973, thus greatly improving on the already 
high growth rate of 14 per cent achieved in 
1972. This big increase is accounted for by a 
33 per cent rise in prices and a 7 per cent 
increase in the volumes exported. The growth 
of the product was also accompanied by a no-
table increase in imports, however. The physical 
volume of the region's imports increased by 9 
per cent—i.e., more than that of exports— 
while their prices rose by 18 per cent. As a 
consequence of .these various factors there was 
a surplus on the region's trade balance, and 
this, together with the large net inflow of non-
compensatory capital, resulted in an increase of 
4,200 million dollars in the international re-
serves, which can be considered a truly signi-
ficant milestone for Latin America. 



The favourable trend of the trade balance 
must be interpreted with caution, however, and 
two facts need to be taken into account in this 
connexion: (a) if the commodity price increases 
of the past year are considered in the context 
of the period 1948-1973 it will be noted that 
they only compensate—in many cases only to 
a partial extent— f̂or the loss of purchasing 
power of the dollar compared with 1948, while 
the index of 124 achieved in 1973 by the terms-
of-trade relationship (taking the base as 
1963=100) must be compared with the aver-
age indexes of 132 and 119 achieved in the 
two halves of the 1950s; and {b) there is no 
guarantee that the higher prices achieved by 
many primary products in 1973 are going to 
be maintained, for some of them have already 
shown signs of weakening in the first few months 
of 1974. Furthermore, in terms of the goods 
they can buy, there can be no denying that the 
purchasing power of the dollar and most of 
the other main currencies tends to decline as a 
result of world inflation, so that olear tenden-
cies towards a similar decline in the terms of 
trade arc visible. 

The improvement of 13 per cent in the terms 
of trade and 20 per cent in the purchasing 
power of exports that took place in 1973 might 
be taken to mean that the chronic external bot-
tleneck is beginning to be overcome, but in ac-
tual fact the growth rate of imports— ŵhich in 
recent years was already greater than that of 
the product—increased even more as a result 
of a structural change in the behaviour of the 
economy deriving from the greater availability 
of foreign currency. As the trend in the terms 
of trade ceased to be favourable, however, the 
negative effect on trade balances and on eco-
nomic expansion quickly made itself acutely 
felt. 

There is another reason why the increase in 
the price of imports should be a cause for con-
cern. The Latin American countries that suf-
fered from chronic inflationary tendencies have 
increased their rate of inflation, while those 
which have in the past always been jealous 
guardians of monetary stability have experi-
enced unprecedented rises largely because of 
the higher prices for manufacturé goods and 
imported raw materials. Thus, the phenomenon 
of inflation, which was chronic in some coun-
tries and circumstantial in others, has spwead 
to almost all Latin American countries, and the 
inflation of the industrialized countries has been 
imported along with their goods. 

In spite of the encouraging picture offered 
by ^obal indicators and certain key sectors, 

the trends of these figures should not be al-
lowed to conceal the persistence of the region's 
basic problems which we have so often brought 
to the attention of Governments. Hi^ growth 
rates are necessary and pave the way for the 
swifter improvement of the situation of most 
countries, but they are not enougii to aflirm 
that parallel with these indexes, solutions are 
being found at the desired speed for some stub-
born social problems such as income distribu-
tion and employment. I do not, however, wish 
to go into these problems on this occasion, since 
I wall prefer to concentrate on the sî ificance 
of the type of growth that is taking place 
in Latin America and the considerable bear-
ing that the evolution of the international eco-
nomic situation has on it. 

The rapid growth of the product in Latin 
America as a whole and the region's style of 
development are closely linked with the be-
haviour of the external sector. One of the bot-
tle-necks—the external sector— ĥas improved 
substantially thanks to the region's progress in 
the field of exports, its ability to penetrate in-
ternational markets, the improvement of its do-
mestic policies and the general expansion of 
industrial production and of certain commodity-
exporting sectors. These domestic efforts have 
been aided in the past two years by the favour-
able trend in terms of trade. 

Since its creation, the BCLA secretariat has 
emphasized the essential role of the balance-of-
payments behaviour in the development of the 
region. This point must be made even more 
emphatically today, when the international situa-
tion, with its speotee of unforeseeable economic 
instability, raises a series of fundamental ques-
tions regarding our immediate future: 

(a) Will the member countries of the Or-
ganisation for Economic Co-operation and De-
velopment (OECD) keep up the rapid rates of 
expansion experienced in 1972 and 1973 in 
their ^oss product (6 to 7 per cent), their 
industrial production and their imports from 
developing countries (which rose by 43.4 per 
cent last year)? 

(b) Will there be continuation to the basic 
international market conditions that permit the 
progressive and growing expansion of the re-
gion's existing and potential export capacity 
necessarily to be maintained? 

(c) Will the terms of trade continue at the 
present level or wiU a recessive phase develop 
in the industrialized countries and halt or re-
verse the recent trend? 



id) What tendencies can be expected in the 
provision of external financial assistance for de-
velopment? 

Faced with these questions, the ECLA sec-
retariat has given the matter much thought and 

has tried to go deeper into the features of the 
present international economic situation. AUow 
me, therefore, to make a few remarks, based 
on experience in Latin America, about the way 
our immediate future looks to us. 

II. CRITICAL ASPECTS OF THE PRESENT INTERNATIONAL SITUATION 

The world has faced many very serious eco-
nomic problems in recent decades. The com-
plexity of the current phenomena, the uncer-
tainty of the immediate future and the high 
degree of interdependence of all the nations of 
the world are such, however, that the present 
international situation is one of the most criti-
cal of the post-war period. An enormous num-
ber of variables are involved, none of which 
can be taken in isolation without allowing for 
all the rest, and there is no single, main cause 
where the answers cam be sought. On the con-
trajy, the monetary, financial or trade phe-
nomena all intersect, and this makes it far 
more difficult to identify any global hypho-
theses that could be used as a starting point 
for correcting the situation and establishing 
a new set of rules. The truth is that the phe-
nomenon is not just economic in nature. 

Indeed, when appraising the present inter-
national situation one inescapable reality is 
that the crisis coincides with significant changes 
in other fields that are not specifically eco-
nomic. On the one hand, there has been a 
profound transformation in the political scene 
and in the post-war power structure. On the 
other, there is the presence—in each country 
and in world public opinion as a whole—of 
new values that future societies will have to 
take into account if there is to be coexistence 
among nations. The questioning of the real 
worth of the type of progress achieved in the 
industrial society, which has not been able 
to resolve such basic problems as the quality 
of life or the fundamental equilibrium of man's 
relationship with nature, is an essential factor 
in this respect. What is needed, then, is a new 
definition of principles that can serve as a 
basis for the design of a new society that will 
be more interdependent but also more just. 

Similarly, the entire system of relationships 
between the periphery—the developing world 
—and the centre—the industrialized countries 
—̂ must be revised. ECLA has duly attempted 
to identify the nature of these relationships in 
order to interpret the problems of Latin Amer-

ican development and seek ec»nomic and so-
cial policy dtornatives. The past situation has 
now altered fundamentally and we must there-
fore analyse these relationships in a new eco-
nomic, political and social context. 

It is not my intention on this occasion to 
make an extensive analysis of the features of 
the present international situation as it relates 
to the principal industrial centres. Noting, how-
ever, the figures on the growth of the product, 
industrial production and trade of those coun-
tries—which have registered a tremendous 
boom in the past 10 years—I cannot but call 
attention at the same time to certain facts of 
unquestionable importance that are a cause of 
concern in the Latin American economies. In 
the fixst place, there is no doubt about the 
problems which stem from the international 
monetary system created at Bretton Woods and 
which, notwithstanding the progress made in 
recent weeks, are still only beginning to be 
solved. Secondly, inflation is already a serious 
problem in all the industrialized market-econ-
omy countries. The disruption which the phe-
nomenon tends to cause in such economies is 
well known. Even more serious, however, 
would seem to be the fact that some of the 
traditional corrective measures that have been 
applied since the war are difficult to put into 
effect at the present time because of the 
peculiar nature of current inflation. Prices are 
increasing at the same time that the growth 
rate of economic activity is tending to decline, 
and countries are facing the difficult choice be-
tween inflation and stagnation. Thirdly—and 
this is the most serious phenomenon of recent 
times, which has also affected Latin America 
and is very closely linked with the others— 
there is a general climate of uncertainty in 
respect of internaiional economic relations, 
aggravated especially by a certain shortage of 
basic commodities and, above all, by the prob-
lems arising from the petroleum crisis of recent 
months. This uncertainty has caused sharp 
erratic or speculative movements that have 
further increased the pressure on prices by 
distorting normal trade flows. 



The climate of tincertainty has been further 
aggravated by the trend of financial flows. The 
new price of petroleum may represent a net 
additional transfer of resources to the OPEC^ 
countries of around 60,000 million dollars, 
some 50,000 million of which would come 
from the industrialized market-economy coun-
tries. This new liquidity—and particularly its 
future distribution— ŝignificantly affects the in-
ternational financial markets and accentuates 
the gap between the countries providing the 
funds and those which will receive them 
through those markets. 

The foregoing developments affect the vari-
ous developed countries in different ways and 
degrees. TTieir rates of inflation vary widely 
from one to the other. Furthermore, there has 
been an appreciable improvement in the balance 
of payments of certain countries exporting raw 
materials and consumer goods whose prices 
have risen sharply, while other countries that 
import raw materials and petroleum for do-
mestic consumption face very substantial defi-
cits in their balance of payments and strong 
pressure on domestic price levels: problems 
which they endeavour to tackle by means of 
stringent policies of adjustment which they 
pursue at the expense of their foreign cur-
rency reserves. 

Given this state of affairs, the questions 
which are a source of concern to all those who 
live in the developing world have to do with 
the kind of policy alternatives that the devel-
oped countries decide to pursue: (a) What 
attitude will the industrialized countries have 
to adopt in the short term regarding anti-in-
flationary measures? and (b) What medium-
and long-term policies will they undertake as 
regards technological research and the alloca-
tion of new resources and as regards interna-
tional economic relations in the light of the 
energy crisis? 

With regard to inflation, the solutions 
adopted may be designed to achieve in varying 
degrees the necessarily combined objectives of 
price stability and employment. Insofar as the 
anti-inflationary measures adopted reduce the 
rate or level of economic activity and employ-
ment, the demand for primary and industrial 
products from the developing countries is 
bound to be affected accordingly. On the other 
hand, if the level of economic activity is pro-
tected at the expense of price stability, the 

2 OPEC—Organization of Petroleum Exporting 
Countries. 

developing countries will have to pay increased 
prices for the manufactured goods they import. 
Consequently, the abUity of the developed 
countries to adopt policies that combine these 
objectives adequately and avoid serious detri-
ment to any of them is a matter of truly vital 
concern to the developing countries. 

The industrialized economies have imple-
mented policies with medium- and long-term 
objectives at both the domestic and external 
levels. They are allocating large volumes of 
resources to technological research into new 
energy resources or substitutes, while extern-
ally, with a view to ensuring their supply of 
raw materials, they have embarked upon new 
forms of economic association with the petrol-
eum-producing countries under which they 
offer investment and technology in return for 
guaranteed supplies. 

This search for assured supplies of certain 
primary commodities may lead to an increase 
in the prices of such goods and the strength-
ening of the bargaining position of the devel-
oping countries. The recent increase in the 
prices of primary commodities—and particu-
larly the developments in respect of petroleum 
—has been a dear demonstration to both the 
developed and developing countries of the im-
portance of assured supplies. It has helped to 
some extent to equalize the bargaining strength 
of both groups of countries and to open up 
favourable prospects of drawing up new rules 
on the basis of which a more equitable and 
stable international economic order may be 
established. In the developing countries, the 
need is felt to make use of this bargaining 
strength, before the present situation undergoes 
any significant change through the possible rel-
ative deterioration of the prices of primary 
commodities or the allocation of resources to 
undertake research on these products or to find 
substitates for them. 

Just as there are important differences in the 
way recent developments have affected the 
various developed countries, different situations 
have likewise arisen in the developing coim-
tries. Thus, inequality in the endowment of 
natural resources and considerable differences 
in their degree of development and their eco-
nomic and financial capacity to cope with the 
recent crises make it necessary to distinguish 
between countries which were not so long ago 
treated as a single group. Unity and the co-
ordination of policies and positions among 
these countries is more urgent and important 



thaa ever before, and must be sought in full certainty with respect to the future that the 
consciousness of their widely divergent situa- effects of the external economic situation on 
tions. It is therefore in the light of these com- the countries of Latin America must be 
plex circumstances and the high degree of un- viewed. 

III. LATIN AMERICA AND THE WORLD SITUATION 

The first effects of the international economic 
situation on the countries of the region during 
1973 were blurred by the illusion that the 
prices of raw materials were booming. As is 
borne out by a more careful analysis of the 
figures given in the secretariat's reports, how-
ever, in many cases the prices of raw materials 
have not offset the loss of value caiused by 
the reduced purchasing power of the dollar. 
Except in a very few cases such as petroleum, 
they have not reached the real levels of the 
first five years of the 1950s. 

This undue optimism over the higher prices 
for exports, the possible impact of these higher 
prices in the form of increased imports, the in-
crease in the prices of these latter as a result 
of the inflation in the developed countries, 
which it wiU be difiBcult to prevent from caus-
ing a rise in the cost of our imports this year 
and next, and the uncertainty regarding the 
future prices for our export sales, are all facts 
which call for a strong sense of caution when 
planning ahead. 

The adjustments in oil prices will mean 
additional income of about 10,000 million 
dollars in 1974 for four Latin American coun-
tries, but the other 19 countries will suffer an 
extra burden of around 2,700,000 million. 
This figure represents a high percentage of the 
exports and reserves of a considerable number 
of our countries, and it is matched by an 
equally significant rise in the prices of imports 
of food, agricultural inputs (fertilizers), and 
capital goods and spare parts. 

All these factors are having a considerable 
effect in various ways on the development 
process, quite apart from their influence on 
balance-of-payments deficits, which are reach-
ing intolerable proportions in some countries. 
The pace of investment wiU suffer as a result, 
particularly as regards the imported component 
of investment projects since the increase in the 
cost of capital goods reduces investment in real 
terms, and many projects financed with inter-
national credit are being held up. Furthermore, 
there is a scarcity of capital goods caused by 
the strong international demand induced by the 
additional investment in energy projects and re-

lated industries, the reconversion of industries, 
transport, etc. Therefore, all of this will hold 
up some basic investment. 

The rhythm of production of the industrial 
and agricultural sectors has also been affected 
by the relative scarcity of raw materials and 
baác inputs, the effects of which are being 
felt not only in the volume of production, but 
also in higher domestic costs and prices. Fer-
tilizers are perhaps the most serious example 
of this. 

The effects of imported inflation have spread 
to almost aU Latin American countries. For 
those with a tradition of inflation, these pres-
sures have compounded domestic ones, and 
even for those countries which have had a 
tradition of stability, the phenomenon is creat-
ing serious domestic imbalances with political, 
economic and social projections with which 
the psychological climate and the prevailing 
policies are ill-prepared to cope. 

Thus, it can be appreciated that faced with 
such a state of affairs and the uncertainty of 
the international situation, concern is increas-
ing as the monetary effects of the international 
boom in raw materials begin to disappear. The 
number of unknown quantities is excessive and 
we are far from being able to make even basic 
forecasts of trends in international prices or in 
the terms of trade. In similar cases in the past, 
periods of sharp fluctuations and erratic move-
ments of both trade and financial flows have 
been experienced before the right approach 
has been found for putting international eco-
nomic relations in order. It is to be hoped that 
this time the accumulated experience and the 
common interests hî lighted by the interde-
pendence of the nations of the enture world 
will help to shorten the inevitable period of 
adjustment. 

Meanwhile, I feel that the challenge facing 
Latin America is threefold: first, the domestic 
challenge, which concerns the policies to be 
followed in the short term by each country; 
secondly, the regional challenge to the capacity 
of the countries to provide mutual support in 
the present critical circumstances, and lastly 
the international challenge, which concerns the 



responsibility of the whole region to co-operate 
in building a new international economic order. 

1. The challenges at the national level 
At this level, the problems naturally vary 

greatly from country to country. The present 
international economic situation has brought 
out the differences between countries as re-
gards their capacity to cope with the immediate 
Mure, and the classifications usually followed 
in past years to group coimtries on the basis of 
their relative economic potential will have to 
be revised using more complex criteria. En-
dowment with certain natural resoiurces, energy 
potential, availability of staple foods, greater 
export capacity and diversity, and attraction 
of foreign capital are new elements that must 
be added to the criteria traditionally used to 
differentiate between one country and another 
on the basis of geo^aphical size or per capita 
income. Therefore, in its annual Economic Sur-
vey, the secretariat has made a rough classifica-
tion preliminarily classifying the countries of the 
region into three groups: (a) those which have 
abundant oil resources; (b) those in a good 
position to cope with their problems because of 
favourable trends in their economies; and 
lastly, (c) the remaining countries, which vwll 
face serious problems if adequate solutions are 
not worked out at the regional and world level. 

Before making a few remarks on each of 
these groups of countries, allow me to point 
out that one cannot ignore the positive aspect 
of crises like the present ones, since they reveal 
the weaknesses in our development processes 
and show the need to revise certain aspects of 
domestic development strategies. Thus, in all 
cases the importance of domestic and regional 
markets is clear. Furthermore, they show up 
not only the weakness of our industrial devel-
opment processes, but also the need to support 
them with programmes for the production of 
basic inputs or capital goods for regional 
markets. Lastly, they have brought home to 
us the potential importance of the natural 
resources— ând in particular the energy re-
sources—of Latin America and force us to 
make changes in many of the priorities laid 
down in investment programmes. 

For those countries benefiting from the 
favourable petroleum prices after a number 
of years of depressed prices, the challenge lies 
in choosing— în the context of their national 
development strategies— b̂etween present con-
sumption and future investment. The right 
balance between the two has to be resolved 
by each country, but this is the appropriate 

time to point out that the present economic 
situation offers all of them the opportunity to 
use the product of a non-renewable resource 
to build economies with a higher degree of 
diversification, based on self-sustaining devel-
opment processes. In the social context, the 
present situation will reduce the cost of basic 
reforms which will enable the benefits of tech-
nological progress to be brought to the most 
backward sectors of society. In any event, 
future economic and social development will 
be stimulated. These countries can hardly 
escape the effect of imported inflationary pres-
sures, but at the same time their capacity to 
formulate anti-inflatiooary policies wDl also be 
enhanced, for their greatly improved balance-
of-payments positions will enable them to 
adopt more viable economic policies. 

In the countries with the biggest room for 
manoeuvring and particularly in the largest 
countries of the region, the situation is com-
plex, but they are fetter able to defend them-
selves. Not only do they have abundant na-
tural resources, but they have also developed 
powerful and diversified industrial sectors, they 
lave learnt to export and to diversify their 
traditional export activities, they have devel-
oped a varied group of flexible economic 
policy instruments, and they have easy access 
to the money and financial markets of the 
world. Furthermore, the present exceptional 
liquidity could provide them with additional 
resources, although it is usually dangerous to 
make excessive use of short-term external fi-
nancial resources to rectify structural disequi-
Mbria in the balance of payments. The impor-
tance of reviewing the role of the domestic 
market in the continuing expansion of their 
economies and the role of regional and sub-
regional integration should be kept in mind 
when reconsidering and reappraising their de-
velopment strategies. Furthermore, the scarcity 
of some raw materials and capital goods has 
produced disequilibria in their development 
which are leading them to review the priorities 
in their industrial strategies with a view to 
entering on a new stage of the process of 
import substitution with expansion to regional 
and world markets. 

In the countries most affected by the inter-
national economic situation, tíie problem takes 
the form of a grave state of emergency created 
by the balance-of-payments situation. This will 
require the readjustment of their economic 
policies and even the redefinition of their eco-
nomic development strategies. The emergency 
situation deriving from the effect of present 

6 



conditions on íhe balance of payments in a 
large number of Latin American countries 
raises it absolutely indispensable to contrive 
special solutions such as those which are being 
prepared at the international level. At a time 
when the eotire world is endeavouring to avoid 
the risks of economic crisis by expanding and 
avoiding of the troubles which accompany a 
depression, it would be out of the question to 
condemn a large number of countries—gener-
ally the poorest—to solutions involving eco-
nomic recession and retrogression. 

Many economic policies (especially exchange 
and fiscal policies) have been affected, and this 
will call for flexible adaptation to the evolution 
of intemaitional prices if the effects on domestic 
systems of production are to be minimized. It 
will certainly be necessary to readjust invest-
ment priorities so as to secure a better posi-
tion in the medium-term through the utiliza-
tion of the countries' own natural or energy 
resources. 

Whatever the situations of the Latin Amer-
ican countries, the responsibilities of their Gov-
ernments will be increased by the need for 
foresight and vigilance as regards external eco-
nomic events. In circumstances as fluid and 
changeable as the present ones, it would be 
very difíicuk to entrust the handling of the eco-
nomic situation and the development strategy 
exclusively to spontaneous market forces. Hence 
the great challenge which these circumstances 
pose to plans and policies and to deliberate 
State action to influence in some form or other 
the course of external and domestic events. 

2. Challenges at the regional level 

I consider that one of the aspects of the 
present international economic situation requir-
ing most urgent attention is the strengthening 
and expansion of the machinery for intra-re-
gional co-operation. The lessons of co-opera-
tion have been learned by Latin America over 
long years of experience, which have preceded 
by many years the attempts at international co-
operation observed at (he present time. This 
co-operation must now cover new areas as weJl 
as pressing forward in its present fields. Above 
all, however, it will be necessa^ to distinguish 
clearly between the relative situations of the 
different countries in order to perfect in con-
sensus the idea of non-equal treatment for non-
equal countries. The perfecting of the concept 
of preference among the countries is absolutely 
imperative. 

The review of the regional integration ma-
chinery in progress offers an opportunity for 
exploring—^without prejudice to the trade in-
struments—^more efficient ways of expanding 
agricultural and industrial output. This is re-
quired both for import substitution at the re-
gional level and in order to achieve a more 
healthy and efficient production structure, ca-
pable of competing on international markets. As 
part of this machinery, or as a complement 
to it, producers' and sellers' associations should 
take on new importance and provide Latin 
America with greater negotiating capacity at the 
infemational level. 

The situation, however, also invites explora-
tion of other additional and complementary 
machinery, stimulated at the present time by 
the existence of countries which are willing to 
invest part of their balance-of-payments sur-
pluses in promoting initiatives of regional in-
terest. These initiatives would, among other 
things, enable considerable impetus to be given 
to the exploitation of Latin American resources, 
they would stimulate the exploration of the 
new frontiers of technology, and they woidd 
give a strong boost to the national or multina-
tional entrepreneurs of Latin America. The 
measures which ithe Government of Venezuela 
has recently been advocating undoubtedly open 
up a promising and encouraging prospect which 
could mark a new stage in inter-Latin Amer-
ican relations. Indeed, regional organization for 
obtaining financial resources on the interna-
tional markets through financial institutions of 
the mter-American system, such as the Inter-
Americam Development Bank (IDB), or 
through other sub-regional institutions consti-
tutes a new field, for joint exploration by our 
countries. 

Thus, the frontiers of regional co-operation 
have been considerably expanded with the chal-
lenges of the present economic situation and 
the inflow into Latin America of new resources 
in the hands of countries which are disposed 
to provide new and effective co-operation for 
the region's economic and social development. 
Future stages of the inter-American dialogue 
recently initiated by the Foreign Ministers of 
this hemisphere could open up new opportu-
nities for co-operation, especially for the coun-
tries which most require it in the present cir-
cumstances. 

3. Challenges at the world level 
Beyond any doubt, the main world challenge 

is the need to reconstruct an international eco-



nomic order which has been adrift since the 
recent collapse of the monetary system. This 
was the unanimous desire of all countries, ex-
pressed a few months ago at the sixth extra-
ordinary session of the General Assembly. 

For most of the third world countries, a 
disordered international economic situation can 
become the worst enemy of economic develop-
ment policy. Generalized inflation and the fluc-
tuations in the prices of raw materials will in 
the long run cause the costs to be borne by 
the poorest countries, just as in the case of in-
flationary phenomena within our own frontiers. 
Hence, the fullest association with the efforts 
aimed at preparing new rules for a more in-
ternational and more stable but also a more just 
society should receive the enthusiastic support 
of Latin America. This would be no more than 
the continuation of the policy of broad inter-
nationalism which Latin America has pre-
served for over a century and which is 
manifested and demonstrated by the region's 
behaviour in all the major forums of the post-
war world and, most recently, by its decided 
support for the Mexican initiative to draw up 
a Charter of Economic Rights and Duties to 
regulate the conduct and action of all States. 

The building of Üie new order should begin 
with the maximum improvement of the emer-
gency machinery put into operation to alleviate 
the difficult situation caused to many countries 
by their balance-of-payments deñcits. The pres-
ent efforts being made by the Secretary-Gen-
eral at the request of the General Assembly, the 
initiatives of the International Monetary Fund 
(IMF) and the unilateral or sub-regional reac-
tions of different Governments are all steps 
whose effectiveness will be aM the greater ac-
cording to the speed with which they can be 
instrumented. 

But these measures are only a beginning. 
There are others, as we saw in the Programme 
of Action on the Establishment of a New In-
ternational Economic order, recently approved 
by the General Assembly of the United Nations. 
Until recently, we were accustomed to think 
in terms of key problems or starting points 
for the reordering of intemationid relations. 
The monetary reform aspired to this in the 
beginning. It was then followed by the prô  
tracted multilateral negotiations within GATT. 
But none of these areas can be dealt with in 
isolation without taking into account its inter-
dependence with the other areas. It is also 
necessary to achieve imiversal participation in 
seeking solutions and this means that the social-

ist countries must play the active role which 
devolves upon them. In the next few months 
the United Nations will have the responsibility 
of considering many of these problems. The 
international conferences on the sea, popula-
tion, industóalization, the review of the Inter-
national Development Strategy, the imple-
mentation of the Programme of Action, the 
negotiations on monetary reform and the pro-
gress of the multilateral trade negotiations all 
mark different but connected stages of the 
greatest significance in the consideration of 
problems which are of fundamental importance 
for the new economic order. What is important 
is that they should all progress simultaneously 
so that the new rules which are required can be 
agreed upon. In all this Latin America must 
play a role which I would have no hesitation 
in calling essential, because our own problems 
drive us forward in this matter. 

Where the effort should perhaps be greatest, 
however, is in the area of raw materials. A 
limiting factor in the Bretton Woods arrange-
ments has been the lack of adequate agree-
ments for organizing trade relations which 
would ensure stable markets and just remunera-
tion for tíiese materials within the range of 
international prices as a whole. 

This challenge is certainly not easy, but I 
sincerely believe that the circumstances of the 
present international economic situation em-
phasize new realities which will lead to a fruit-
ful dialogue that will facilitate real co-operation. 
Today, interdependence is clearer than before. 
It was always clear to the developing coun-
tries, but now it is undoubtedly so for the 
industrialized countries themselves and I be-
lieve that it is here that the positive new fea-
ture of the present circumstances is to be found. 
The prosperity of the industrialized countries 
depends both on the provision of our raw 
materials and on the expansion of their sales 
of manufactures, while for the developing world 
the resources of capital and technology continue 
to be fundamental factors originating as always 
largely from the industridized world. This re-
sults in a meeting of interests which could bring 
about a balance of interests, and there is no 
reason why this balance should not pave the 
way for a series of fruitful negotiations from 
which we would all ultimately benefit. 

In conclusion, Latin America and the world 
as a whole are facing a historic moment of sin-
gular importance. This moment is so full of 
contrasts that to anticipate the future with sim-
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plistic extrapolations may not only be illusory Both these elements may help to lay the founda-
but, what is worse, irresponsible. There are, tions for a more balanced international society 
however, grounds for optimism because—and which brings along with it a more just society. 
I say this with deep conviction—the world is I am sure—and this is the greatest stimulus for 
now facing its problems with a much clearer the ECLA secretariat—'that Latin America has 
awareness of the interdependence of nations a major role to play in this vital task, and we 
and a stronger perception than ever before of are going to serve our region in this work with 
the ambivalent aspects of technical progress, true enthusiasm and the utmost devotion. 



POPULATION, ENVIRONMENT AND DEVELOPMENT: THE 
LATIN AMERICAN EXPERIENCE 

1. Development and its components 

Traditionally land, labour and capitsQ have 
been considered to be the basic factors of pro-
duction on which the wealth of a nation rested 
and it was the manipulation of these—seen re-
spectively in broad terms as natural resources 
(the availability of fertile land, forests, minerals, 
marine products); people (including skills., in-
ventiveness, creativity and business initiative 
as well as their propensity to consume and so 
provide an adequate and growing market); and 
wealth (aggregate income levels, savings, in-
vestment and the stock of capital goods in the 
economy)—^which allowed a nation to "de-
velop" or not. Successful national development 
was thought of in terms of the aggregate size 
of national income, income per capita (although 
social and regional distribution were virtually 
ignored), growth rates and international com-
mercial performance. 

In the past 30 years attention has turned 
successively to certain variables and interrela-
tionships as being crucial to the development 
process. The roles of population, technology, 
resources and output are important, not only 
in themselves but also as a result of their in-
teraction; it is the use that the population makes 
of resources which affects levels and types of 
production, which in turn determines the qual-
ity and range of consumption by the populace. 
Moreover ^e use of resources depends on the 
society's preception of what constitutes a usable 
resource and its ability to make its perception 
operative through flie application of technology 
to the raw materials available. In the past two 
centuries this process of interaction has been 
a cumulatively expanding one which in the af-
fluent nations especially has led to increased 
demand to new techniques for developing na-
tural resources,, and to the improvement of 
transport networks, as the industrially advanced 
societies widened their search for agricultural 
land and raw materials to replace exhausted or 
expensive resources in the already exploited 
areas. Constant technological advance, too, has 
led to the discovery of new sources of wealth 
and has in turn altered methods and types of 

production, and created new forms of consumer 
goods and demand. 

The schema "population—technology—re-
sources—output" (with the concomitant con-
sumption) is a useful one in describing the basic 
structure and functioning of the development 
process, and the way it has continually ex-
panded in the 200 years since the industrial 
revolution. But, although the basic techno-eco-
nomic ingredients are there, more is needed to 
explain why such a pattern of growth should 
be taking place and to what extent this par-
ticular structure has improved the quality of 
life for mankind—and more to the point, per-
haps, to determine how it has differentially al-
tered the quality of life for distinct sectors of 
mankind and what disadvantages it has brought 
in its -train. 

The development process has, on the whole, 
been one of cumulative growth, both in terms 
of technological "know-how" and of the in-
creased sophistication of production and con-
sumption. But the uneven social and spatial 
spread of the benefits of such growth, together 
with the deleterious environmental effects of 
the destruction or wasteful use of natural re-
sources, and the perpetuation on an ever-larger 
scale of inadequate conditions of human settle-
ment, have raised a number of issues which 
cannot be answered only—or even primarily— 
in traditional teohiiical or economic terms. The 
attempt to explain, why, despite the tremendous 
technical capacity available to mankind, the 
principal features of the process of develop-
ment in the 1970s should still be inequality 
and imbalancoĵ the division of the world into 
developed and underdeveloped, nationally, re-
gionally, socially—requires the introduction of 
variables of a non-economic, non-technical 
nature. / 

Social add political factors, and spatial and 
environmental questions are now increasingly 
part of the calculus of the development process 
along the more traditional variables as 
social scientists and planners seek an approach 
which both allow them to analyse tíie de-
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velopment process on the bases of a wider 
ran^ of criteria, and to find anwers to prob-
lems through a broader understanding of the 
implications of different policy decisions. 

Analysis of the sociopolitical variables might 
help the planner to imderstand why, for exam-
ple, economic activity and population are con-
centrated increasingly in a few large centres; 
why particular capitá-intensive forms of tech-
nology are being employed in labour-surplus 
situations; why luxury goods are lining produced 
or imported when other criteria might sug-
gest that the production of basic goods for a 
nutritionally deficient and inadequately shel-
tered and clothed majority of the population 
would represent a more socially just national 
ipestm^t. The combination of the sociopoli-
ücaí with techno-economic variables should 
help the policy-maker or researcher to examine 
with much greater depth and understanding the 
working of a society by examining its motiva-
tions, its aims and principles. 

In this quest for an integrated approach to 
development policy (which is still generally in 
the very early stages of its evolution) the spatial 
and environmental factors have important roles 
in demonstrating with particular clarity certain 
consequences of different types of development, 
in terms of the form and structure of human 
settlements, relationships between town and 
country, tíie spatial distribution of economic ac-
tivity, and the spatial distribution of consump-
tion of goods and services. 

The environmental and spatial components 
are closely related in that they both provide 
physical indicators to the policy-makers of the 
functioning (for good or ill) of the society. The 
use of the natural environment through the 
development or despoliation of resources; the 
creation or not of a humanly acceptable urban 
or rural environment; or of a "livable" social 
environment form the practical evidence of 
the capacity of a society to provide for its 
citizens, by projecting the results on the ground, 
as it were, of the operation and interplay of 
other, less tangible, features of the system. 

"Development" then is equivalent to the way 
in which all the variables of the system—p(q>-
ulation, technology, resources, production (and 
consumption), and the social, political, spatial 
and environmental factors—interact. In turn, 
development strategies require the selection and 
reconciliation of these variables and their 
interrelationships in order to achieve certain 
goals ox principles. 

2. The population factor 

(a) Growth and size 

Population is the initiating and operatmg 
factor (in the development process), the end 
to which all development is directed, and the 
element which suffers from maladjustments and 
contradictions in the functioning of the system. 

The other variables stand in a dependent re-
lationship to popidation constituted into organ-
ized societies; resources are a function of the 
perception of society, and the ability of man 
to make use of them through the application 
of technical knowledge, while the t ^ and 
range of goods produced, together with the 
location of economic activity and human set-
tlement, wiU depend in large part on the sort 
of society constructed to meet the requirements 
of dominant social groups. 

The close links between demographic and 
environmental questions, too, are immediate 
and obvious. Man has had an enormous in-
fluence in changing the environment through-
out history, and especiaUy in the last two cen-
turies, with the rapid expansion of die human 
species together with its technical capacity for 
production and destruction. In the past two 
decades the phenomenon of a fast-growing pop-
ulation, which is making ever-increasing de-
mands on the environment and the stock of 
available resources to support mankind, has 
become, from the preoccupation of a handful 
of specialists, a world-wide obsession. 

Latin America, with the highest population 
growth rate of any major region in the world, 
is particularly sensitive to the olahn that pop-
ulation pressure is one of the major reasons 
for the sharpening of environmental problems, 
and different Governments have taken various 
positions between two extremes—acceptance 
of the need to reduce rapid growth by specific 
population policies, and an outright rejection of 
any suggestion that population expansion should 
be slowed. (It should also be noted that there 
are significant differences between policy state-
ments and action at either end of the range of 
possible policy choices.) 

This is not the place for a detailed assess-
ment of the different positions and, it should be 
added, a discussion in generalized terms about 
the contment's population is not particularly 
useful, because of tiie enormous differences be-
tween countries not only in size but also in 
terms of population densities, rates, distribu-
tion and components of growth. 
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Densities remain low in most countries and 
this has generated a belief that the region, or 
at least some nations within it, needs people 
to populate the vast open spaces and develop 
and use the great richness and diversity of re-
sources available. Moreover, as Victor Urquidi 
has pointed out, a population of 650 million 
in the year 2000, " . . . places Latin America 
in a different world situation. There are many 
in the region who equate population to political 
power or at any rate to greater influence in 
world affairs".̂  Nor can the question of fron-
tiers be ignored when one Government sees 
the rapid growth of population in its neighbour 
as a potential threat to its own integrity. 

Although these may be valid—or at least, 
understandable—considerations, two other fac-
tors must also be taken into account when 
considering questions of national development. 
The first is the relationship between population 
densities and the leve] of economic development. 
The argument often put forward that in terms 
of the density of people per square kilometre, 
Latin America is comparatively underpopulated, 
is also fairly meaningless in a contment where 
geographic and climatic conditions are so vari-
able and large areas are in fact not susceptible 
to viable occupation— în terms, at least, of 
present technologies and investment capabil-
ity— ŵhile others are best suited to forms of ex-
ploitation (such as forestry or sheep farming) 
that require very low population densities. Con-
sidered in terms of the relationship between 
people and socioeconomic development—or, 
more simply, between the numbers to be fed, 
housed, clothed, employed and supplied with 
the basic social facilities, and the capacity of 
most societies under their present economic and 
social structures to do so— L̂atin America at the 
moment has more people than it can provide 
for. 

(b) The distribution of population 

The second consideration is that the distri-
bution of population is extremely uneven, with 
large numbers being concentrated in a few large 
metropolitan areas— ûsually the capital cities— 
while at the same time population in the rural 
areas continues to grow rapidly because of high 
rates of natural increase. TTie impact of millions 
of people concentrated in one or two geogra-
phically restricted areas on the environment 

together with the lack of development in the 
peripheral areas will be considered later.̂  

Although levels of urbanization vary widely 
among the different countries—ranging from 
the highly urbanized societies of Argentina, 
Uruguay and Chile to the predominantly rural 
societies of Paraguay, Bolivia and Ecuador in 
South America and Haiti, Honduras and Gua-
temala in Central America and the Caribbean 
—everywhere the levels are rising. 

The combination of high over-all population 
growth rates with a strong tendency for people 
to migrate—especially, thou^ not exclusively, 
from the countryside and small towns to the 
big metropolitan centres— ĥas resulted, in some 
cases, in growüi rates of 6 or 7 per cent 
annually, tíiat is, doubling of the population 
in large cities approximately every ten years.® 

Two features of this process of hyper-urbani-
zation should be especially mentioned. First, it 
is much more acute than in the affluent nations 
where, althou^ there has been a similar cen-
tralizing tendency, the trend has not proceeded 
at such a rate as in Latin America. Here, the 
capital or major centres, in several cases, ac-
count for between one third and one half of 
the population of the country, and throu^ mi-
gration are continuing to attract each year a 
significant part of the population into tíieir 
continually expanding bomdaries. 

The process is not accompanied by rates _ of 
industrial and commercial development which 
would allow the centre to absorb the flood of 
people from the periphery. The migrants as well 
as large parts of the population bom in the cities 
have extreme difiSculty in finding productive 
work which will provide them with the means 
to satisfy their basic social and physical needs 

1 Victor Urquidi in "Latin American Demographic 
Growth: Political, Social and Economic Forces", a 
paper read at the Population Association of America, 
New Orleans, 26-28 April 1973, p. 4. 

2 According to the Ofiice of Science and Tech-
nology, AID., their survey of 35 countries in the 
underdeveloped world, " . . . revealed a close inverse 
relationship . . . between human population pressure 
and urbanization on the one hand, and the quality 
of the environment on the other". "Environmental 
Problems in Selected Developing Countries: Pre-
liminary Survey", Washington, July 1971, p. 8 
(mimeo). 

3 For example, in Brazil the average annual 
growth of cities of more than 500,000 reached 6.2 per 
cent in the decade 1940-1950; 7.2 per cent 1950-1960; 
and 6.8 per cent 1960-1970 compared with percentage 
rates for all urban areas of 5.3; 6.4; and 6.1 respec-
tively. See George Martine and César Peláez, "Ur-
banization Trends in Brazil, 1940-1970", ECLA. 
Document presented in Rio de Janeiro, Brazil, i - l 
April 1972, p. 15. A gradual long-term decline in 
metropolitan dominance may be under way but, if 
this is real, the trend will take a long time to work 
itself out because of the large increases in absolute 
numbers. 
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for food, housing, health and education services 
in the big city centre.̂  In Latin America as a 
whole the types of secondary sector activity 
characteristic of the afluent nations in the early 
phases of their industrial expansion have been 
less dynamic in growth in incomes and employ-
ment and the tertiary sector has become more 
dominant. Neither the over-simplified claim that 
urbanization inevitably brings in its train social 
and economic advancement for the population, 
nor the contrary argument that the expansion 
of large and rapidly grovñng cities must lead 
to great sociail problems without suflScientíy 
compensating economic advantages, can be ac-
cepted in toto.^ In fact, the situation is complex, 
with important groups—composed mainly of 
the middle class and the unionized workers— 
able to take advantage of the possibilities that 
the city offers for wider employment oppor-
tunities and social mobility. At the same time, 
the more marginal groups still find themselves 
socially and economically restricted in a setting 
which is apparently more advantageous and 
dynamic. In such a situation the contradictions 
may become more obvious and the social para-
doxes be brought out in the open as conscious-
ness of disparities grows and expectations rise. 
This can, in turn, lead to demands for the im-
provement of immediate problems and the res-
olution— ĥowever transient and partial—of the 
most pressing grievances. 

The greatest impact of the cities may lie, 
therefore, in the contradiction between the ol> 
jective conditions of limited socioeconomic 
mobility and sharpened awareness of inequal-
ities in the system. Such contradictions, de-
pending on the flexibility of the authorities, 
and the resources at theh- disposal, will proba-
bly become more pronounced as the concentra-
tion of population continues and as migrants 
pour into the unplanned urban agglomerations 
of the continent, filling the central slum areas 
and contributing to the rapid growth of the 
"barrios marginales" the "tugurios", the "ca-
llampas" or the "favelas" that encircle the cities 
and account for perhaps a third of Latin Amer-
ica's urban population. 

4 Despite the fact that, as in Bolivia, 60 per cent 
of the nation's industry and 55 per cent of the indus-
trial work force may be concentrated in the capital. 
See "Informe Nacional de Bolivia sobre 'El Medio 
Humanó"', Ministerio de Relaciones Exteriores y 
Culto de Bolivia, Comisión Interministerial Perma-
nente, La Paz, March 1971, p. 4. 

5 See Pierre de Briey, "L'urbanisation, le développe-
ment et le processus révolutionnaire dans le Tiers 
Monde", Civilisations, vol. XVIII, No. 3, 1968, pp. 
342-352, in which both sides of the argument are set 
out in summary form. 

(c) Population and other development vari-
ables 

As was stated above, the role of "population" 
in the development process can be analysed 
effectively only in terms of its relationships 
with the other variables, technology,, resources, 
output, and the spatial dimension (the popula-
tion—environment relationship will be consid-
ered separately later). The way that population 
interrelates with other variables de-
pend in large measure on the structure and 
functioning of the society, on its institutions, 
the political system, and the relative influence 
of different social groups. Attitudes, values and 
norms of politick, economic, social and cul-
tural behaviour will help to determine how, for 
example, resources are used; which types of 
technology are employed; what ranges of prod-
ucts are provided for consumers; and how eco-
nomic activity and human settlement are dis-
tributed spatially throughout the society. 

In Latin America one can see how the dif-
ferent variables interact in shifting and com-
plicated patterns within the context of the de-
pendent market economies of the continent. 
The choice of technology to exploit the enor-
mous natural resources,, the distribution of re-
turns from such exploitation among different 
social groups—^measured in terms of consump-
tion, of the distribution of incomes and of em-
ployment opportunities—reflect in large meas-
ure the interplay of the two sociopolitical 
factors, dependence on the world centres and 
the market system. The spatial variable too, 
manifests the way these factors interact with the 
population variable, to create certain patterns 
of human settlement and location of economic 
activity. 

The functioning of market economies has not 
noticeably led to equality among social groups 
at any stage of their historical evolution. In the 
affluent nations although the whole income 
pyramid has been raised, the gradual increase 
in aggregate national product has resulted, in 
most cases, in little narrowing of the economic, 
social or political gaps between the highest and 
lowest income groups. Even under the welfare 
state, certain minorities enjc^ the choice of the 
better forms of employment, social services, 
and cultural amenities, and exercise a predo-
minant influence in political affairs. 

These traits take more extreme form in most 
countries of Latin America. Income distribu-
tion is, throughout the continent, extremely im-
even; employment opportunities for the majori-
ty of the population are restricted to manual 
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work or unproductive and often demeaning oc-
cupations on the margins of the service sector; 
housing, food, clothing, health services, educa-
tion, and social facilities are not shared equi-
tably; access to justice and effective participa-
tion in decision making of a political and 
administrative nature depend on one's position 
in society. 

Equally, decisions relating to the types of 
goods prĉ uced and the levels of production' 
reflect the consumption requirements of the 
wealthier social groups so that, at the same 
time many basic commodities are not available 
at acceptable prices for the majority of the 
population, industries are prodi'.cing goods for 
the upper income groups at prices indicative 
of the oligopolistic structure of the protected 
industrial sector. 

In their methods of production the owners 
and managers of enterprise in whatever sector 
are naturally more concerned with maximizing 
returns—or with internalizing profits and exter-
nalizing costs as it has been more precisely 
stated—'than with maximizing social welfare 
conceived of in terms of the society at large. 
TTie consequences of these attitudes in envi-
ronmental terms wiU be considered later. 

Centre-periphery patterns of human settle-
ment and development/underdevelopment are 
typical of the unbalanced nature of the re-
gion's evolution. There are several reasons for 
this. 

First, as many writers on regional develop-
ment from Mydral, Hirschman and Perroux, 
to authors such as Corraggio and Rofman com-
menting specifically on the Latin American situ-
ation have pointed out, there is a natural ten-
dency in market economies—ithough not only 
there— t̂owards the gradual ceotralization of 
economic activity within a limited number of 
favourably located urban areas. The operation 
of external urbanization and other economies of 
scale makes it imperative that to optimize prof-
its firms should locate close to major markets, 
with access to all types of services and enjoy-
ing lower transfKMrt costs. The increasingly con-
centrated location of such economic activity at-
tracts further population—the generally passive 
element in the process— ând so the cumulative 
pattern described by Mydral continues in mo-
tion. 

The effects are not only felt in the economic 
sphere however. The favoured centre also at-
tracts to it the social, political and cultural life 
of the nation, leaving the smaller towns and 
the rural peripheries increasingly drained of 

these assets and ever more dependent on the 
capital. Not only the relatively well off groups 
which seek the wider range of social, political 
and cultural opportunities of the city, but also 
the lower middle-class, the organized labour 
force and the groups at the margin oif society 
hope to participate more effectively in decision-
making and distributictti of the fruits of de-
velopment in the capital than in the smaller 
urban centres of the rural areas. The mere 
presence of the shantytowns on the outskirts 
of the city is a constant reminder to Govern-
ments of whatever kind, of the needs of a 
rapidly growing population. Such a presence 
becomes even more obvious when the marginal 
groups—in conjunction with organized labour 
or not—are mobilized socially and politically 
to make their claims more effectively heard for 
housing, employment, education, health facili-
ties, etc. 

It seems unlikely that, without considerable 
changes in policy, these cumulative tendencies 
towards an increasingly polarized centre-peri-
phery pattern will be reversed in the short- or 
even medium-term. The creation of ministries 
of regional planning, the formation of research 
centres and the continued preaching of interna-
tional bodies on the need to bring about a 
more dispersed distribution of population, eco-
nomic activity, social facilities and political in-
fluence have only a superficial impact. The 
trends towards centralization and the concen-
tration of human settlement in a few favoured 
locations undergo some modification through 
the growth and evolution of the market system 
itself but the internal problems of social, eco-
nomic and political inequality on the one hand, 
and their spatial equivalents on the other, have 
in themselves created difiiculties for most Latin 
American Governments. In addition, however, 
they have to confront the problems-raised by 
their dependence on world centres whose eco-
nomic and political power can effectively curb 
the ability of Governments to deal with the 
factors underlying spatial concentration among 
other shortcomings of their development pro-
cesses. 

Siolon Barraclough has written that: 
"The sovereignty of the state is seriously 

compromised when it comes to the important 
decisions affecting national, social and eco-
nomic structure. Latin American nation-
states are an integral part of an international 
political and economic structure... The in-
ternational concentration of economic and 
political power has proceeded so far that 
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when it comes to the decisions that really 
count for national development the 'indepen-
dent' but underdeveloped nation often finds 
its areas of decision circumscribed. Its 
'sovereign power' is in some respects a for-
malism".® 
The consequences of direct foreign invest-

ment in the L t̂in American region have been 
noted elsewhere. In an earlier ECLA document, 
attention was drawn to the complex and wide-
spread ramifications that emanate from such 
investment. These include the conflict between 
the entry of foreign currency and the need to 
service and repay the investment; the increased 
need for imported components; intensified pres-
sure on the balance of payments; the diminu-
tion of locd savings and credit resources avail-
able for domestic investments; the impact of 
new types of foreign investment on domestic 
consumption patterns; the possible incompati-
bility of this method of resource allocation with 
patterns aiming to meet basic necessities of the 
majority of Üie population; and finally the fact 
that foreign investment has reduced the effec-
tiveness of customs and exchange measures 
designed to limit the consumption of expensive 
consumer durables. The document goes on to 
mention the often negative impacts on domestic 
technological development, on the balance of 
payments, and on the terms of trade of the 
receiving country, and notes the tendency to-
wards increasing external indebtedness.̂  

Most Govemmemts have accepted the need 
to pay a price in terms of the diminished capa-
city for decision making over the type of pro-
duction undertaken; the kind of consumption 
patterns created; the location of economic ac-
tivity (most foreign firms for obvious economic 
reasons prefer to establish in the larger urban 
centres); the contribution of industries to em-
ployment creation; and the effects on the na-
tural and man-made environment, while seek-
ing means to reduce the price and exercise 
control over some of these factors. When, for 
example, some of the industrialized countries 
express interest in transferring certain types of 
heavy industry elsewhere so as to limit pollution 

® See "Rural Development Strategy and Coloniza-
tion", FAO/UNDP, presented at the Latin American 
Seminar on Agrarian Reform and Colonization, or-
ganized by FAO with the co-operation of the Gov-
ernment of Peru (Chiclayo, Peru, 29 November-
5 December 1971), p. 3. 

7 See Economic Survey of Latin America, 1971 
(United Nations publication, Sales No. 73.II.G.1) 
Part One, "Latin America and the World Economy: 
Prospects and Trends", pp. 25-30. 

in their own territories, the Governments oí 
poorer countries are generally willing to pay 
the price of increased pollution so as to at-
tract these income-earning activities. 

Moreover, it is now well-known that the 
emergence of the transnational corporation has 
restricted even further the manoeuvring space 
and bargaining capacity of even the largest na-
tions in the coaitinemt. Greater emphasis is 
placed on the use of "sophisticated" tech-
niques in the "modernized" sectors of the eco-
nomy, however irrelevant or socially disrup-
tive such practices might be in the wider setting 
of the national society. And concurrently with 
these financial and technical pressures, the cul-
tural dependence of those groups with high pur-
chasing power ensures a continuing though 
restricted market for most lines of foreign-styled 
consumer goods. 

The complexity of the total development/ 
underdevelopment process can be seen even 
in an examination of the interaction of two vari-
ables, population-in-society (that is, population 
in its societal setting together with its spatial 
manifestation) and resource use. 

On the whole, natural resources in the peri-
pheral areas of the Latin American countries 
tend to be inadequately employed; either under-
utilized or wastefully exploited. With a few sig-
nificant exceptions (which will be discussed in 
more detail shortly) farmland has been con-
centrated into large privately owned and only 
partially worked holdings or has been subn 
divided into tiny parcels almost incapable of 
supporting satisfactory standards of living. In 
both cases the level of farm management has 
been extremely low. Forests, a great potential 
source of domestic wealth and export-earning 
capacity, are wont to be ignored, treated as a 
barrier to economic "development" and burnt; 
or if utilized, are exploited carelessly for short 
term profit, and not replaced. 

Mineral wealth too has been subject to 
wasteful exploitation for quick returns to such 
an extent .that the enormous wealth of the con-
tinent— p̂etroleum,, copper, bauxite, tin, iron-
ore, silver—has, under conditions of depen-
dence, contributed much less than its potential 
to Latin American development throughout his-
tory. Marine resources which were ignored in 
most countries until fairly recent years have 
increasingly been subjected to the operations 
of large-scale commercialized (and often 
foreign) fishing fleets which have brought vir-
tually all fishing grounds within range of their 
"vacuum cleaning" operations. 
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Whether Latin America's natural resources 
have been ignored or underutilized, or, as is 
the case increasingly in recent decades., sub-
jected to wasteful and predatory exploitation, 
the combination of the societal and spatial ele-
ments has been the important determining 
factor. Short-term profits, distance from mar-
kets, shortage of transportation and communi-
cations facilities and indifference or lack of 
capacity for control on the part of central 
authorities are aM elements in the type of res-
source use experienced in the continent. 

It is also worth noting that, as a logical 
consequence, when fanning, forestry, mineral 
and marine resources are exploited in the peri-
pheral areas, the benefits are rarely enjoyed in 
the area of their extraction. Usually, and in 
accord with the logic of the dependent market 
system, further processing, which yields much 
more income, takes place either in the central 
region of the country, or in the international 
centre— t̂he industrialized nation from which 
the foreign enterprise is operating. 

The impact on population of this pattern 
of growth without development is obvious. 
Stagnation and neglect in the agricultural sector, 
combined with the latifundio/minifundio struc-
ture of laod-ownership has stunted opportu-
nities for employment in the face of pressures 
created by the continued high rates of popula-
tion grov^ in the rural areas. The position 
has bwome even more acute with the transfer-
ence of profits to the cities to seek richer 
fields of investment in property speculation, 
construction, and the consumer goods indus-
tries. And tills has contributed to drain the 
capacity of the rural economy to absorb or to 
provide a tolerable livelihood for the popula-
tion remaining on the land. The failure in 
those cases to develop a diversified economy 
has led to a restriction of employment pos-
sibilities and so to high levels of unemployment 
and underemployment not only in farming but 
also in the economic activity of small market 
towns. 

However, even where the agricultural sector 
has experienced rapid growth, highly capital-
ized and mechanized methods have meant that, 
as in the industrialized nations, entrepreneurs 
have been able to dispense with a large propor-
tion of the present labour which had earlier 
worked the land under different technical and 
social circumstances. In this sense the push 
factors in the rurdl areas have, whether under 
conditions of stagnation or of expansion, been 
as important as the pull factors exerted by the 
supposed attractions of the city. Equally, in the 

manufacturing sector, even when attempts are 
made to decentralize economic activity, and 
some large-scale enterprises are sufficiently in-
dependent and footioose to have moved to 
peripheral locations,® the highly capital-inten-
sive operations of such firms have little impact 
on the area of relocation except perhaps in 
terms of poHuting the immediate countryside. 
Similarly, when exploitation of mineral deposits 
or forests is expanded and modernized, the 
emplĉ ment of Mghly-mechanized and capiteá-
intensive methods may produce a net drop 
in employment. 

The relative underdevelopment of the peri-
pheral areas is closely related to the hyper-
trophied growth in the metropolitan centres. 
Because of the lack of opportunities for invest-
ment in diversified development in rural and 
small town regions— t̂he occasional large-«cale 
projects which do take place involve consider-
able quantities of labour and capital only in 
the construction phase—capital is transferred 
to the urban areas where the opportunities are 
more wideranging and the returns on investment 
much higher. 

Although conclusive evidence is lacking, it 
is probable that .the peripheries of most Latin 
American nations have, over a long period, 
subsidized the growth of the urban centres, 
and especially of the metropolis; the canaliza-
tion of investment finance privately and by 
public institutions has promoted, the industrial 
development of the cities, but even more has 
provided the funds for the growth of the urban 
infrastructure and for the hi^ly profitable real 
estate development of certain areas of the 
capitals. It is only in recent years that a 
number of central governments has begun to 
reverse the ñow through regional development 
policies aiming to promote agricultural develop-
ment, the decentralization of industrial activity, 
and rural public works schemes. Here again, 
however, it is difficult to estimate the extent 
of such financial movements, or, for that mat-
ter, the extent to which the profits from such 
investment return more or less promptly to 
the source. 

3. Population and environment 
(a) Interrelations of the variables 

The main concern in the foHowing pages is 
to examine the interaction of population and 

8 A. B. Rofman, "El Fenómeno de la Concentra-
ción y Centralización Espacial en América Latina: 
Elementos para una Discusión", presented at the 
International Seminar on Region^ and Urban Plan-
ning in Latin America, ILPES/ILDIS, Viña del Mar, 
Chüe, 17-22 April 1972. 
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environment within the framework of the socio-
political conditions outlined in the earlier sec-
tions. This does not discount the fact that 
there are many variations of the dependent 
market system in Latin America with more or 
less State intervention being one of the principal 
features of such variations. For the majority 
of Latin America's population, forced to migrate 
into the crowded and rapidly growing dties, 
packed on to hillsides, or dispersed over mar-
ginal lands, "impact on the environment" is 
a largely involuntapf one—and one which reacts 
on it directly. Rapid demographic growth rates, 
decried as one of the major causes of environ-
mental deterioration, together with an unbal-
anced distribution of that population, are only 
the final and most obvious causative factors 
of environmental problems. 

(6) Environmental problems—some examples 
The evidence of despoliation and disruption 

of both the natural and man-made environments 
is widespread throughout the continent and the 
impact of such human activity has been clearly 
documented in numerous cases.® 

In the agricultural sector̂ " for example, 
inadequate farming practices, associated with 
prevailing systems of land temure and the 
response of landowners to prevailing social 
and economic incentives have led to neglect of 
millions of hectares of good agricultural land 
and abandonment of marginal areas. Over-
grazing has ruined natural pasture land and 
has led to consequent wind or water erosion; 
slash and bum techniques for land clearance 
have deforested large areas; and in zones of 
commercial forestry, attempts to replant the 
cutover areas are rare. Again the results can 
be seen in the widescale erosion, the permaneni 

9 See especially "República de Chile: Informe para 
la Conferencia de Naciones Unidas sobre el Medio 
Ambiente Humano", Santiago, Chile, May 1971, 
p. 877. Much of what is stated in "Informe Nacional: 
.'iepública Argentina", Conferencia de Naciones Uni-
das sobre el Medio Ambiente Humano, (mimeo). 
n.d., is also a commentary on the physical depreda-
tion to the Argentinian countryside of inadequate and 
destructive practices which continue to the present. 
It should be added, however, that no systematic 
balance-sheet, based on adequate research and clear 
definitions of problems, covering Latin America as 
a whole, has been drawn up as yet. General discus-
sions (including the present text) thus fall back on 
"examples" culled from different sources, of widely 
varying importance and verifiability. 

10 A wide range of examples of types of environ-
mental deterioration are given in "Environmental 
Costs and Priorities; A Study at Different Lx>cations 
and Stages of Development", Panel of Experts on 
Development and Environment, Geneva, 4-12 June 
1971, p. 6etseq. 

denuding of hill country, the consequent silting 
up of rivers, and the creation of conditions 
leading to recurrent flooding over large areas. 

The results of such bad management are 
apparent in Chile where 20 million hectares 
or 80 per cent of the nation's agricultural 
usable land is eroded to some extent, and the 
rate of erosion continues at 40,000 hectares a 
year. The consequent silting up of rivers and 
ports has put various types of industrial activity 
in danger, reduced the value of dams, caused 
loss of life together with ruining large areas 
of gocKi agricultural land.̂ ^ 

In Argentina, too, overgrazing of the pam-
pas has destroyed thousands of hectares of 
pastureland as well as in the Chaco and Pata-
gondan regions. The resulting erosion has 
affected 20 miUion hectares of which 20 per 
cent is considered to be severe. Population pres-
sure in rural areas of Mexico has caused 
problems of an even greater scale, with 150 
million hectares eroded and from 150 to 200 
thousand more seriously affected each year. 

In other countries too, rural population pres-
sure has destroyed hillsides and other marginal 
lands as minifundistas apply primitive, intensive 
methods on land cleared of forest and un-
suitable for such farming. The position is most 
severe in lateritic soils and in tropical countries 
such as El Salvador where the spread of 
subsistence agriculture has occurred at the 
expense of deciduous forests. Increased popula-
tion densities have forced the minijundistas to 
change from shifting to permanent working of 
the land, while faUow has been decreased to 
three to five years with consequent widespread 
soil destruction and erosion. The wider effects 
of this are seen in, for example, the case of 
the dam "Cinco de Noviembre" on the Lempa 
River which, it is estimated, virill lose 40 per 
cent of its storage capacity in the next 20 years 
as a result of erosion-created silting. Moreover 
vegetation removal has increased the soil tem-
perature and has altered or destroyed animal 
habitats, so that 19 spedes of mammals have 
been exterminated in the country. 

This type of problem derives in large part 
from the inequitable land tenure system com-
bined with rapid population growth and disas-
trously inadequate or inappropriate land man-
agement. But even the use of new "super" 
techniques and modem fanning methwJs can 
have unforeseen and undesirable ^condary 
effects. 

" See "República de Chile: Informe . . . " . op cit., 
p. 9. 
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The disasters that can result from ai-planoed 
expansion O'f irrigation (salinization of soils or 
spread of schistosomiasis), indiscriminate use of 
chemical fertilizers (clogging of water courses) 
and over-application of psticides (destruction 
of natural predators which help to keep the 
ecological balance) are now well-known 
throughout the world, and Latin America is 
not exempt. Heavy agricultural mechanization 
can have a destructive impact on forest eco-
systems as has happened in ithe Mato Grosso 
of Brazil.i2 

In other words., the application of land use 
methods which aim for quick, short-nm results 
whether for sheer exploitation or for apparently 
more "virtuous" development goals have led 
to the deterioration of the natural ecology of 
many agricultural and forestry areas. 

The forests of Latin America have been 
among the heaviest sufferers from methods of 
"development" employed over the centuries. 
In Brazil, states such as Minas Gerais and 
Sao Paulo now have less than 10 per cent of 
their area in forest, with much of the denuded 
area being exposed to erosion. Moreover it 
has been estimated that 300,000 tons of timber 
are lost each year through wasteful cutting 
methods. The failure to replace timber lost 
through cutting, fire or disease also demon-
strates an exploitative short-term approach and 
it is probable that Oiile loses 50,000 hectares 
of forest a year tíiis way. 

The above are the most obvious examples 
of the deterioration that has occurred in the 
natural environment of the continent, but there 
are others, less conspicuous but imfortunate, 
such as the extinction of 70 per cent of Brazil's 
fauna in the large areas of cutover forest—^with 
44 animals on the list of endangered species; 
the threat to other species caused by the opening 
of roads in Colombia which upsets the natural 
ecology of adjacent areas and î ows access 
to hunters of the jaguar and tapir; or the sheer 
overex'ploitation of certain fish species such as 
the yellow fin tuna, the Peruvian bonito and 
the shrimp, hake and anchoveta species of the 
Caribbean. Mining too,, has contributed its 
share of depredation and pollution through 
poisoning of adjacent land, pit and strip induct 
erosion, and river and coastal contamination. 

In the man-made environment— în human 
settlements generally, but especially in the 
physical structures of large and densely popu-

See "Environmental Costs and Priprities", pp. 
cit., p. 9 et seq. 

lated metropolitan centres— t̂he impact of un-
balanced growth and population pressure has 
also been felt, at times severely. 

The pollution of air, land and water in cities 
such as Santiago, Lima, Buenos Aires, Sao 
Paulo and Mexico City particularly, but in 
many other centres where population and/or 
industry are concentrated, has proved at times 
to be almost as intense as the worst experienced 
in the industrialized nations. For example, in 
Santiago de Chile the sulphur anhydride and 
dust content of the air in the city during the 
winter is higher than the internationally ac-
(^ted levels. Car exhaust pollution, too, at 
times passes these permitted limits despite the 
low per capita levels of ownership.̂ ® And an 
estimated 65 tons of dust per square kilometre 
fell on the city in 1969. Other cities share such 
problems; sulphur anhydride, suspended and 
unsuspended dust affect variously most of the 
continent's great conurbations. 

Domestic heating and private rubbish burn-
ing are responsible for a certain portion ol 
the air pollution, but the worst conitamination 
is caused by industry and the motor vehicle. 
In Sao Paulo 18 tons of sulphur compounds 
are discharged daily in the Capuava area, while 
the population of Sao Caetano do Sul is exposed 
to pollution by sulphuric acid and calcium 
carbide, from oil refineries and iron foundries. 
Small centres, such as La Oroya in Peru with 
35,000 inhabitants, also suffer from tiie emis-
sion of sulphur, lead and arsenic gases of a 
metallurgical factory in the locality, while 
potato crops, olive trees and other fruits in 
certain Peruvian rural valleys have been de-
stroyed by atmospheric sulphur dioxide. 

It is in the large cities, howevear,, where 
motor traffic, and in particular the private oar, 
have had the most deleterious effects. And the 
impact is worsened when combined with special 
climatological conditions as in Mexico City, 
Caracas and Santiago. The air pollution of 
Mexico City, for example, is to a considerable 
degree caused by the automobile. During 1968, 
the 40 per cent of the nation's 1.6 million cars 
which are concentrated in the capital dischar̂ d 
into the atmosphere of the valley 4,884 kilos 
of hydrocarbons and 24,077 kilos of particles 
each day. But similar problems are caused 
espeoially in the narrow, crowded streets of 
virtually aU the city centres where layout was 
planned in colonial times for totally different 
usages. The centre of Lima which has to cope 

1» See "República de Chile: Informe . . o p . cit., 
p. 18. 

18 



with 300,000 vehicles in circulation is one of 
the most extreme examples of tiiis problem. 

Similarly the contamination of rivers and 
of water systems has followed from the lack 
of balanced development in the continent. The 
cities provide the most obvious examples of 
contamination of water courses of whatever 
size— t̂he Rio de la Platia of Buenos Aires, the 
Mapocho in Santiago, Lima's Rimac, the Bo-
gotá, and Guanabara Bay in Rio—all serving 
as receptacles for sewage and other kinds of 
waste. Outside the big centres, however, in-
dustrial complexes have caused pollution in 
smaller cities such as Chimbóte in Peru where, 
before the 1970 earthquake, a steel mill and 
fish meal plants had totally contaminated the 
bay nearby, And in a continent where only 
about 10 per cent of sewage is treated, it can 
be expected that any human settlement will 
contribute to the problems of water pollution. 

It has been implicit in the above description 
of the depredation of the natural environment 
and the contamination of the man-made, that 
an interaction is occurring between environ-
ment (as the passive, receiving element) and 
population (as the active element) within a 
certain systemic framework. This is too sim-
plistic a statement of the situation, however. 
Within the population variable somse sectors 
are more active, others less so depending on 
their social and political position within sodety. 

Without going into detail, it is obvious that 
everyone contributes more or less equally to 
some forms of pollution. But in a wide range 
of some of the worst forms of environmental 
destruction and pollution it will be equally 
obvious that certain groups are more culpable 
than others. On the one hand, many of the 
problems caused by the minifundistas working 
on marginal lands can be traced back beyond 
the immediate cause—the peasant— t̂o a sys-
tem of landholding wihich reserves the best 
lands to wealthy landowners who may or may 
not work them efficiently. The peasant then 
has the choice either of .fxying to cultivate the 
almost unworkable margins, or of contributing 
to different forms of environmental disruption 
by joining migrant movements to colonize 
virgin lands or to find himself a living in the 
urban areas. 

But it must be recognized that the peasant, 
the marginalized poblador, the unionized 
worker, or even much of the middle class are 
not responsible for the large scale destruction 
or contamination which is caused by mining 
operations, industries and the motor vehicle. 

There is an element of social injustice in 
this as well. Generally the groups direî y or 
indirectly responsible for the pollution are those 
which suffer it least. Much of the industrial 
pollution for example is caused by factories 
producing consumer durables for conspicuous 
consumption but it is the lower income groups 
working there and living in the industrial 
areas— n̂ot the wealthy and politically influen-
tial living well away from such districts— ŵhich 
have to breathe ihe fumes and use the polluted 
water. Similarly, the privately-owned auto-
mobile which is responsible for a large part of 
the urban smog usually causes the most severe 
problems in the city centres and away from 
the wealthier suburbs. And this has the added 
side effects that the car-using minority groups, 
who also generally have a larger say in de-
cision-making, are not under pressure to im-
prove public transport services which are gen-
erally dirty, noisy and inefficient. 

Such a situation could account in part for 
the lack of adequate action against., air, land 
and water pollution, against congestion, and 
noise caused by industry and the private car, 
all problems created by affluence and a form 
of development copied from the industrialized 
world.i^ 

(c) Environmental problems and their social 
consequences 

One of the basic premises of this discussion 
has been that there is a constant interaction 
among the different variables making up the 
development/underdevelopment process. And 
this remains valid for the population environ-
ment nexus. We have so far looked at one 
facet of the relationships, the impact of the 
population (in society) on environment. But 
—expressing this relationship between popula-
tion and environment by the symbols P and 
E—it can be argued that the link is more than 

1* In "Environmental Problems of Urban Develop-
ment", E. Novaes, E. Neira and J. Van Fleet, Inter-
American Development Bank, Washington, June 
1971, pp. 12-13 (mimeo), the authors, commenting 
on transport problems, note that " . . . the problems 
seem to be inevitably determined by a consumption 
pattern that results more from the presence of demon-
stration effects than from the real acquisitive power 
of the population". In addition, private automobile 
ownership has adverse effects on public transport 
systems; "under such circumstances urban transport 
today presents severe congestion problems and con-
tributes extensively to air pollution". However, the 
authors see little chance of resolving the contradic-
tions between a national growth dependent on the 
development of the automobile industry and the 
problems thus created by the urban environment. 
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just P —» E; it is more realistically stated 
as P —»• E —» P or P ^ E in which 
the population factor—acting through society, 
and using its technological instruments on avail-
able resources to achieve particular patterns of 
output to satisfy culturally determined styles of 
consumption for distinct social groups—makes 
certain impressions on the natural and man-
created environment. But, in turn, any changes 
in the natural or man-made environment will 
react on the population, so tíiat a return social 
impact from E to P occurs. 

In the rural areas the impact has shaken up 
most groups. The effects of population pressure, 
unequal land distribution, environmental disrup-
tion and of "modernization" have been wide-
spread and varied. Few rural settlements or 
even small centres enjoy even the most rudi-
mentary facilities for their inhabitants while 
outside such human settlements, the hi^ly 
dispersed nature of much of Latin America's 
rural occupation̂ ® results in primitive material 
conditions of life, 

Basic necessities such as adequate housing, 
potable water, electricity, education and healüí 
services are scarce"—for example in 1970 
potable water supplies reached only 24 per cent 
of Latin America's rural population, and only 
about 3 or 4 per cent of the rural populations 
of Haiti, Bolivia and Brazil; and, although such 
figures tend to be somewhat arbitrary, over 
80 per cent of rural dwellings in Guatemala, 
Nicaragua and Honduras are esitimated to be 
"deficient". 

Apart from the obvious human suffering, 
such conditions lead to a general debility 
among the population, further weakening their 
ability to produce sufficient for themselves or 
for the rapidly expanding urban areas. The 
most immolate and evident result has been 

16 See for example the case of Panama where the 
rural population is either dispersed or " . . . agrupada 
en pequeñísimos caseríos sin ningún plano propio 
instalados por lo general en áreas poco aptas para la 
agricultura, de topografía accidentada, y alejados de 
las principales vías de comunicación", in Atlas de 
Geografía Médica, Dra. L. Herrera, Ministerio de 
Salud, República de Panamá, 1970. 

"Si el 65 por ciento de la población total del país 
es la que vive en el medio rural ubicado en pe-
queñas localidades que caracterizan a ésta como urut 
población eminentemente dispersa, la misma que 
carece de los servicios básicos como son: de salud, 
educación vivienda, agua potable, alcantarillado, 
transporte, etc., surge de por sí que las condiciones 
del medio ambiente son deficientes . . .", "Breve 
Consideración sobre la Problemática del Medio Am-
biente Humano: Caso Ecuatoriano", Junta Nacional 
de Planificación, Quito, Ecuador, n.d., p. 9. 

the outmigration especially of the younger and 
more dynamic elements in the population, 
leaving behind in general the older, more con-
servative and less educated "leftover" groups, 
often without satisfactory means of economic 
support, without acceptable social facilities, 
and—although tiie situation is beginning to 
change— f̂or the most part stUl lacking suffi-
cient knowledge and political influence to ex-
press their needs and their discontent effec-
tively." 

The situation is a fluid one, and a number 
of writers have claimed with considerable con-
viction that the intensified relations between 
town and country will be the means to the 
awakening of the latter. But a nimiber of ques-
tions stUl must be asked before any definite 
statement can be essayed. For example, in the 
economic sphere, to what extent has the in-
filtration of new ideas led to changes in pro-
duction techniques, to an improvement in land 
use and productivity? Or, a more complex 
social issue, have new values created by the 
closer urban-rural links altered the relation-
ships between the campesino and his patrón? 
Do the less privileged social classes exercise 
more or less political leverage than in the days 
when the periphery was more isolated? If they 
do, what is the nature of such leverage at local 
and regional levels? Is there a move towards 
greater participation? Or have there merely 
been changes from one source of auüiority to 
others, from the old patrón to the "horribre-
nexo" who acts as the link-man between the 
urban decision-making centre and market, and 
the countryside? 

Some answers can at least be suggested. The 
migration flow to the cities has not yet resolved 
the agricultural crisis that afflicts most Latin 
American countries.̂ ® In spite of the large 
scale movements of people to the urban areas, 
rural population continues to expand at a rate 
of about 1.5 per cent annually throughout the 
region, and rises to over 2 per cent in some 
of the smaller, less urbanized countries. This, 
however, should not obscure a situation in 
which some frontier regions are being colo-
nized rapidly and population is growing as a 
result of migration, while older areas of rural 

i^See "Problemas de Población y Desarrollo en 
América Latina", ST/ECLA/Conf.46/L.l, Grupo de 
Expertos sobre el Programa de Población de la 
CEP AL, Santiago de Chile, 11 al 14 de diciembre 
de 1972, p. 33 ñ. which examines the arguments over 
the effects of migration on local communities. 

Denis Lamber, in an article published in Civili-
sations, vol. XV, No. 4, 1965, p. 484, argues that in 
Latin America, the drift from the land entails almost 
inevitably a lowering of agricultural productivity. 
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settlements are stagnating, or, in providing the 
new dynamic areas with agricultural labour, 
are actually losmg population. 

Nevertheless, with the p^etration of the 
mass communication media into the most re-
mote areas, and with the constant to and fro 
migratory movements between rural and urban 
areas, the great majority of those living in 
peripheral areas are inevitably brought into 
contact with new ideas, values and styles of 
living. 

Moreover, the affects of these cultural 
influences are reinforced by a series of other 
factors, including for e^mple: the appearance 
of new consumer goods in the rural areas and 
small towns of the periphery which, because 
they cannot be produced there, increase de-
pendence on the national market; the increas-
ing influence of national political movements 
emanating largely in the cities and which con-
flict with local traditional forms of leadership; 
the initiation of policies of agrarian reform 
which bring agricultural experts, public ser-
vants and politicians out from the cities to 
train, educate and try to incorporate local 
communities more into the mainstream of na-
tional life; and the opening up of peripheral 
and once remote communities by roacfe and 
public transport services which, however in-
adequate or decrepit, not oiñy bring new forms 
of living or new ^ ^ s of land use (for example, 
for recreational purposes), but also allow 
people in eretwhÜe isolated communities to 
travel and communicate with much more facil-
ity.19 

"Modernization" of the countryside and 
smidl towns is thus introdudng powerful new 
forces into once traditional and scarcely 
changing areas, making communities aware of 
different styles of life, and arousing new needs 
and expectations. As in the urban areas such 
tendencies lead to a paradoxical situation in 
which the contradiction between the cultural 
demonstration effects and what is economically 
achievable by the majority of the people are 
brought more and more out into the open. Up 
to a point, migration — especially of the 
younger, more dynamic and qualified groups 
—̂ may relieve the problem by transferring it 
to the urban centres, but with the continued 
growth of the rural population together with 

19 See for example, El Cambio Social y la Política 
de Desarrollo Social en América Latina, CEPAL, 
Naciones Unidas, Nueva York, E/CN.12/826/Rev.l, 
1969, Sales No. S.70.n.G.3, pp. 107-116. 

the constant problem of finding adequate em-
ployment the situation remains unstable. 

The return social effects of environmental 
disaî tion and degradation are even more 
striking in the urban areas, if only because the 
problems are so much more ooocentrated and 
visibly apparent in the marginal barriadas 
which ring the urban centres of the continent 
and account for a considerable proportion of 
the urban population. 

Such conditions are often associated with 
rapid national population growth. But that this 
is only one factor is illustrated by the situation 
of Argentina where low rates of population 
growth have not allowed Buenos Aires to 
escaj» the problems associated with an in-
creasingly unbalanced distribution of that pop-
ulation. The very size of Greater Buenos 
Aires, with more than a third of the nation's 
population: 

" . . . constituye una realidad económica 
y social cuyos costos son difíciles de mitigar. 
Por un lado, las distancias entre la vivienda 
y el empleo ocasionan un considerable des-
perdicio de tiempo en desplazamientos; por 
otro, la rapidez del proceso de urbanización 
producido entre 1947 y 1960, y la ausencia 
de una acción sostenida en materia de cons-
trucción de viviendas, generaron un hábitat 
rudimentario... 

"Un estado de déficit crónico se ha vuelto 
característico. Gran parte de los habitantes 
metropolitanos se ven constreñidos a habi-
tuarse a interrupoiones en la provisión de 
agua, al aislamiento por falta de líneas tele-
fónicas, a desgastarse en interminables viajes 
diarios y recrearse en las riberas contami-
nadas. 

"Finalmente, la desordenada apreciación 
del espacio urbano, y la imposibilidad de 
atender simultáneamente todas las necesida-
des, han acrecentado de tal modo las urgen-
cias en el dominio de los equipamientos 
colectivos que la generalización de los 
'deficits' p^ecería constituir hoy otro rasgo 
característico de la vida metropolitana."̂ ' 
Large urban centres, in particular, are sub-

ject to the heavy strains of demands generated 
by the concentration of population, and eco-
nomic, social and other activity in the metro-
polis. Land is intensively used for multistorey 
buildings and densely packed commerce, in-
dustry ^ d government administration. (Al-

^^ "Informe Nacional: República Argentina", op. 
cit., p. 5. 



though much of the use, becáuse of specializa-
tion of activity and inadequate city planning, 
is intensive for certain limited hours only.) 
Water supplies, too, come under heavy pres-
sure for the multiple (and often wasteful) uses 
demanded of them, as do other physical re-
sources, including the city's air. Heavy demand 
for all these have raised costs of utilization̂ ^ 
and have caused major problems of physical 
decay and deterioration in the big urban areas. 

But such physical amenity problems imply 
an environmental deprivation deeper and more 
complex. The impact of pollution, congestion, 
noise, and the lack of privacy is also likely to 
affect the inhabitants of the oity in a wider 
sense by limiting their capacity to develop 
their full potential in work and to enjoy their 
leisure. Cramped and noisy conditions will 
subject many of them to nervous tensions and 
stresses which affect them individually, and in 
their familial and community relations.̂ ^ 

Yet it is not easy to generalize when dis-
cussing the social, economic and cultural im-
plications of the type of physical development 
now taking place in the hyperurbanized centres 
of Latin America. Studies made of the groups 
moving to the cities and settling there in central 
city slums or in the shantytowns that ring the 
urban areas suggest that no facile conclusions 
can be made about them socially or politically. 
It is still not olear to what extent migrant 
groups are capable, under differing circum-
stances, of adjusting to the distinct situations 
posed by city life, of participating actively in 
the wider society, of finding employment, or of 
forging new family and community ties. 

The more fortunate middle class groups find 
employment in the service sector, swelling the 
ranks of both private and state bureaucracies, 
carrying out functions which often, at best, 
are only marginally productive (and are often 
counter-productive because the principal aim 
of such bureaucracies, logically enough, is to 

21 See the Organization of American States, "Ur-
banización y el Medio Ambiente Humano en Amé-
rica Latina", Secretaría General de la Organización 
de los Estados Americanos, México D.F., 6-11 Sep-
tember 1971, p. 4., which also cites Simon Kuznets 
as saying that more resources are needed to give the 
same satisfaction in terms of housing, drainage, 
water, intra-urban transport, etc., than in less densely 
populated areas. This supests that some measure 
such as threshold analysis would help to give a 
closer approximation to the real economic costs and 
benefits of concentrated metropolitan growth. 

22 See the comment along these lines in Human 
Settlements, Department of Economic and Social 
Affairs, United Nations, New York, vol. 1, No. 3 
July 1971, p. 12. 

create work opportunities rather than solve 
problems quickly and efficiently). The less for-
tunate marginal populations, lacking the basic 
minimum training to enter service sector activ-
ity in offices or shops, seek to create their own 
opportunities in the tertiary sectorThey be-
come street sellers of whatever commodity or 
service they can find, domestic servants for the 
middle class, or unskilled labourers in the city's 
infrastructure and especially in the construc-
tion industry which, " . . . is especially sensitive 
to changes in the rhythm of economic growth 
and to fluctuations in public sector spending. It 
is a sector to which unskilled urban labour un-
able to find work elsewhere gravitate, and one 
whose labour is not easily absorbed by other 
economic activities in the case of a recession 
in construction spending".̂ ^ And some turn to 
petty crime; The unionized labour force in the 
modern sector, as might be expected, remains 
fairly stable in size, offering little access for 
the marginal groups. 

Some authors, nevertheless, argue that city 
conditions represent for the migrants an im-
provement in terms of access to employment, 
and to health and education facilities in par-
ticular. Deterioration in the man-made envi-
ronment is therefore of lesser importance in 
comparison with the new social, economic and 
political fields which open up to them and 
their children in urban surroundings.̂ ® 

A. somewhat different picture however, 
emerges from studies carried out in a number 
of poblaciones marginales in Santiago, Chile, 
where the author found among those she in-
terviewed: 

". . . la reducción del campo de percep-
ción social y la dualidad de la orientación 
perceptiva del mundo social, entre algunos 
de los problemas destacados. Lo primero 
se manifiesta en la manera vaga, inorgánica 
y difusa en que se percibe el mundo no 
inmediato y directamente referido a la vida 
cotidiana, mientras que ésta se percibe con 
nítida claridad, con elementos precisos, que 
permitan una definición clara del compor-

23 For a more detailed analysis of this phenomenon 
see W. R. Armstrong and T. G. McGee, "Revolu-
tionary Change and the Third World City: A Theory 
of Urban Involution", Civilisations, op. cit., pp. 353-
378. 

"Employment and the Utilization of Human 
Resources in Latin America", ECLA Social Develop-
inerit Division, November 1972 (to be published in 
Economic Bulletin for Latin America). 

25 See "Environmental Problems of Urban Develop-
ment", op. cit., p. 7. 
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tamiento. Lo segundo se manifiesta en que 
la vida diaria dentro del propio mundo de la 
marginalidad se percibe y se define con ele-
mentos realistas y, en cambio, se recurre a 
elementos de contenido má^co para definir 
el resto del universo social. 

"De este modo se puede señalar de una 
manera provisoria que no solamente se en-
cuentra entre los marginados la presencia 
de traumas en la formación de la persona-
lidad psíquica, fisuras que dan paso a la inse-
guridad, a las desviaciones de tipo delictivo 
en algunos casos o predisposiciones a un cua-
dro psicótico, sino que la situación de mar-
ginalidad afecta un ndvel más profundo de 
la psicología individual y de grupo."̂ ® 
The two vievre are not, of course, mutually 

exclusive; the tendencies are heterogeneous and 
levels of political, social and economic involve-
ment, and cultural understanding, will vary 
according to the opportunities offered by dif-
ferent cities, to the social ñexibility of the 
society, to the social and cultural backgrounds 
of the migrants and even to the generation of 
poblador. 

It can be argued that, at least, the migrants 
are no worse oii than they were in the rural 
areas. By jumping more into the mainstream 
of national life which is represented by the 
cities, they have created severe strains on family 
and community life which have led to the 
sharpening of a whole range of social prob-
lems.̂ ^ But in return for these social costs of 
marginaJity, the populations in the unfavour-
able barriada environments may enjoy certain 
benefits in terms of the de facto power to wring 
concessions from the authorities over imme-
diate problems such as housing, water, power 
supplies, etc. 

And various writers have lauded the posi-
tive qualities of the shantytowns. Beneath 
the superficial appearance of environmental 
squalor, they argue, the barriadas represent a 
chance to exercise self-help among groups of 
people who have, on the whole, adapted well 
to the exigencies of city life. Their desire to be 
self-reliant and to form a stable social entity 
in the larger society is usually manifested soon 

28 Carmen Pimentel Sevilla, Vidas Marginales, 
Editorial Universitaria, Cormorán, 1973, p. 31. 

For more detailed examples, compare the state-
ments made in various national reports to the Stock-
holm Conference, and especially: 
(a) "Jamaica: National Report", n.d. (mimeo) p. 18; 
(b) "Breve Consideración sobre la Problemática del 

Medio Ambiente Humano: Caso Ecuatoriano", 
op. dt. pp. 11, 17 and 18. 

(c) Informe Nacional de Bolivia sobre 'El Medio 
Ambiente Humano'", op. cit, pp. 4-5. 

after they have taken land for settlement 
(admittedly the taking is usually by illegal 
means). They construct their own housing 
much more cheaply than the planners are able 
to, develop many of their necessary services, 
form their own local organizations, and ap-
parently settle down to integrate into the life 
of the wider society. 

This is doubtless a valid description of some 
situations, but in the dynamic conditions of 
Latin American urban life, a number of un-
answered questions still remain. How long will 
such quietism last? TTie present stability could 
break down with the next generation which has 
been led to expect more from society. Its "felt 
needs" will undoubtedly begin on a higher 
level of expectation and perception than those 
of the older migrant generation. 

A somewhat broader question of policy-
making can also be raised here. It is no doubt 
true that the barriadas of Latin America are 
a "better than nothing" answer, especially for 
the policy-makers and planners— ŵho are, in 
any case, usually presented with a fait accom-
pli when land is taken for a squatter settle-
ment. It is undoubtedly better than nothing 
for the pobladores, who find a measure of sat-
isfaction in such settlements, that the author-
ities have not been able to give them. And it 
is of value to the middle class which can con-
tinue to receive a disproportionate share of 
public housing allocation. Yet this misses the 
larger issue that policies of prevention through 
effective re^oaal development, agrarian re-
form, and the decentralization of economic 
activity could open the way to obviate such 
forms of growth with all their deleterious en-
vironmental consequences. Objectively, the 
squatter settlements represent neither preven-
tion nor satisfactory cure; they are by defini-
tion a spontaneous response to social break-
down. 

Although the serious practical difficulties 
impeding effective planning are recognized, the 
question of the barriadas is raised h^e to re-
mind planners and policy-makers that it exists, 
not in isolation, but as part of a wider and 
integrated network of cause and effect. 

4. Policies for integrated development 
In considering the viability of a development 

strategy incorporating environmental objectives 
in Latin America the first step might be to 
analyse the possible consequences of allowing 
present trends to continue without interruption 
—or at most, with partial and short-term 
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policy interferences in different sectors of the 
system as individual crises emerge.̂ ® 

Without attempting to make a detailed 
extrapolation of every aspect of the continent's 
development/underdevelopment path it seems 
logical to expect that the tendencies towards 
concentration of population and economic ac-
tivity will continue and that such concentration 
will be exacerbated by medium to high rates 
of population growth at least in the next 
decade or so. In the rural areas migration will 
probably do no more than partially alleviate 
the pressure of population on the land, al-
though some relief may be gained through the 
colonization of new areas. This, however, wiU 
have environmental consequences, often of a 
negative nature. 

Moreover, the indiscriminate import of tech-
nology and its use without careful considera-
tion of the human and natural environmental 
consequences will have increasingly adverse 
effects of the type already described. It seems 
logical to expect that the destruction and waste 
of natural resources will continue apace, while 
inequalities in the sociopolitical structures will 
lead to widening gaps between the rich and 
poor groups in society. 

None of these imbalances among the vari-
ables seems likely to result in any short-term 
or dramatic breakdown; the existing system 
has shown a considerable degree of flexibility 
in dealing with crises. But it is possible to pre-
dict that the uninterrupted depredation of the 
natural environment together with the contra-
dictions inherent in the man-made and social 
environment will make the maintenance of the 
present pattern increasingly costly economic-
ally, socially and politically. 

Many Governments in the continent realize 
the difficulties in trying to solve social 
problems by ignoring them and have made 
institutional arrangements to introduce a cer-
tain degree of order into development through 
the formulation of national plans. There is 
less evidence to show that such plans, even in 
the stage of formulaition (leaving aside for the 
moment the discrepancies between formulation 
and implementation), are founded on an ap-
proach to questions of development in which 
the variables are considered as related parts 
of a totEd system. 

28 Part of the following outline is based on the 
structure elaborated in " A Project on Global Energy 
Planning", by the Group of Experts in the European 
Center o f the Carnegie Endowment, La Mainaz, 
France, 4-5 May 1973 (typescript). 

But the elaboration of development strate-
gies defends on more than the avoidance of 
disruptive conflicts and the mere harmonizing 
of the different variables in the development 
process; to be coherent, plaiming requkes the 
statement of certain norms and goals demand-
ing social and economic changes if they are 
to be attained. And in turn, such a positing 
of principles and aims requires the weighting 
and selection of certain alternatives in ac-
cordance with the goals decided upon. 

Emphasis laid on improving the natural and 
social environment, to take one example, might 
well call for an adaptation of technology so as 
to conserve resources, to provide more employ-
ment, and to change consumption patterns of 
society, so that, instead of the use of scarce 
capitaJ resources for the production of private 
motor vehicles, investment would be diverted 
into providing improved public transport serv-
ices and intermediate (and cheaper) forms of 
transport—such as bicycles—to serve the ma-
jority of the population. Such a policy would be 
aided, too, by forms of urban planning which, 
among other things, allow people to live closer 
to their work and to social and cultural facilities, 
and so help to create a sense of community 
within the corpus- of the larger urban entity. 

Taking the environment factor as the start-
ing point in peripheral regions the planner and 
policy-maker could come to the conclusion for 
example that a significant change in life styles 
and socioeconomic structures is a necessary 
prerequisite for assxuing development on the 
basis of a higher level of regional self-suffi-
ciency. 

The adoption of such a norm would involve 
much more emphasis on the conservation of 
resources through multiple use and recycling; 
on the planned use of local resources—timber, 
stone, clay, etc.— f̂or building, roads and other 
infrastructural work; the development of small 
indigenous locally-run enterprises such as agro-
industrial and handicraft industries based on 
medium or low technology of an inexpensive 
nature and adapted to local requirements and 
capacities (but not excluding the use of other 
levels of technology where necessary for large-
scale projects); and it would require the stim-
ulation of latent creativity and initiative with-
in the local community through education and 
extension services, and through broadening the 
social bases of participation in decision-mak-
ing. 

Acceptance of a strategy such as this might 
help to open the way for a much more con-
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certed form of development, allowing for the 
conservation of scarce resources (in, for 
example, the transport sector where much of 
the expensive infrastructure of motorways, rail-
ways, and terminals could be at least post-
poned) while making more eifective and 
balanced use of the available factors of 
development. 

To sum up, an important—an essential— 
step in the planning process is the statement 
of ideal objectives based on certain norms and 
principles which are considered crucial for 
the achievement of more balanced patterns of 
development. Such normative planning is re-
quired to clarify goals and principles among 
the policy-makers and to detect the inade-
quacies and contradictions of existing styles 
of development. But it is obviously not the 
final condition for planning in societies where 
the many constraints imposed by socioeco-
nomic, political or, to a lesser extent, physical 
obstacles have to be taken into account. 

Feasibility studies will be necessary to try 
to reconcile the differences between desirable 
goals and the limitations imposed by the real 
situation. The constraints on action in most 
Latin American countries are formidable. 
Obstacles raised by special and influential 
groups, the conservatism of govenment au-
thorities, the deadweight of custom and of 
traditional attitudes, administrative inefficiency 
and the sheer lack of qualified human and 
financial resources are all part of the systematic 
limitations which the policy-maker is bound to 
consider in trying to reconcile normative goals 
with the practical realities of a given situation. 

Past experience mdicates that Latin Amer-
ican planners have not had conspicuous suc-
cess whether in finding a satisfactory com-
promise or in reconciling the different variables 
which might help to produce more integrated 
development policies. Attempts to regulate or 
alter existing tendencies have included: 

— policies to slow down population growth, 
although these have thus far been talked about 
rather than actively implemented; 

— anti-pollution legislation aimed at pre-
venting the physical deterioration of urban and 
industrial environments,̂ ^ but, as with popu-

29 A brief report o f the work of one such body 
set up by agreement among the Government of Chile, 
the World Health Organization, and the United 
Nations Development Programme in 1963, appears in 
"Instituto de Higiene del Trabajo y Estudio de la 
Contaminación Atmosférica", Santiago, Chile, World 
Health Organization, Geneva, 1970 (mimeo). 

lation policies, such activity has been under-
taken in isolation without regard to socio-
economic factors which axe the major deter-
minants of enviroimiental conditions; 

— regional development policies, using a 
technic^ approach borrowed from the affluent 
nations (which have, themselves, had only 
partial success despite the wealth of human 
and financial resources available) that have 
attempted to slow the growth of the great 
urban concentrations by channelling economic 
activity and people into alternative growth 
poles, created essentially according to a cal-
culus of private economic costs and benefits; 

— agrarian reform programmes which have 
in many cases resolved themselves into "pilot 
projects" or colonization schemes instead of 
large-scale redistribution aimed at reconciling 
greater social equity and economic efficiency. 
In few cases has an agrarian reform bringing 
about major economic, social and political 
change in the rural areas been successfully 
introduced; 

— urban reform, zoning, and housing poli-
cies whose impacts have been inadequate com-
pared with the scale of demands imposed by 
the unbalanced regional development which 
has taken place in the countries of the con-
tinent. It is difficult to calculate how far hous-
ing policies have fallen short of needs,®" but 
the visual evidence leaves little doubt that the 
influx of migrants into the urban centres, has 
made a mockery of most housing programmes 
—and, for that matter, of urban transport, 
zoning, social service or public utility schemes. 

The reasons for the lack of success exper-
ienced in most plaiming endeavours through-
out Latin America seem fairly clear. First, the 
need to select among the various factors to 
evolve strategies of integrated development has 
not generally weighed very heavily in the total 
scheme of Governments' intentions. Instead 
"development", for most policy-makers, has 
been considered a matter essentially of pro-
moting economic growth, of expanding the 
production of goods, and of raising the gross 
national product, rather than in terms of the 
production and distribution of goods and 
services to satisfy the social, cultural and en-
vironmental needs of all the population. And 
where, in addition, there are conflicts between 

3« Human Settlements, July 1971, op. cit., p. 16. See 
also World Housing Conditions and Estimated Hous-
ing Requirements, United Nations publication. Sales 
No. 65.IV.8, p. 32. 

25 



private and community goals in the growth 
process it is usually the latter which lose. 

Looked at in a slightly different way, it can 
be said that the failures have resulted from a 
subordination of non-economic goals by the 
powerful socioeconomic interest groups which 
control the political and administrative ma-
chinery. The organizations to which advisers 
and planners offer their suggestions have little 
power to change this even if they believe in 
the ideal schemes offered by the experts. 

But even if such obstacles can be overcome 
and the stage of implementation reached, j»ü-
des often lose their value by being put into 
practice individually with little reference to 
other associated issues. The examples quoted 
earlier indicate that such policies have been 
conceived of and implemented as isolated 
measures with Mmited aims and not as integral 
and interrelated parts of a larger national 
strategy. 

Or, alternatively, in cases where the prob-
lems are seen in their wider context, existing 
socioeconomic obstacles inhibit effective action 
being undertaken. Two examples, representing 
environmental problems at the extremes of 
urban modernization and rural stagnation, both 
identifiable in different variations in a good 
many Latin American countries, wiU help to 
illustrate the problems. 

First, the crowded centres of the great urban 
agglomerations have experienced levels of air 
pollution too high to be ignored. Eventually 
the authorities conduct studies, pass laws, and 
set up regulatory mechanisms to deal with the 
problem. It turns out, however, that important 
industrial concentrations have already been 
estabUshed on the side of the urban area from 
which the prevaüing winds come. Their output 
of fumes can be reduced to some extent but 
not eliminated, and their relocation would re-
quire prohibitive costs; and would be resisted 
by boüi entrepreneurs and workers. The urban 
public transport system, too, is a major con-
tributor to pollution, and this is an even more 
intractable problem. Most of the vehicles are 
old and in pwr condition. Transit fares are 
very low, and it would be difficult or politically 
dangerous to raise them very much in view 
of their importance in the budgets of the urban 
masses. The bus companies can function at a 
profit only by usmg old vehicles with a mini-
mum of maintenance. Effective regulations to 
keep excessively polluting vehicles off the 
streets would paralyse the transit system, and 
confront the authorities with unmanageable 

protests. The attempts to combat air pollution 
by regulation, therefore, are likely at best to 
hold it within limits more tolerable than would 
be the case without regulation. A drastic re-
duction in pollution would require thorough-
going changes in the patterns of urban growth, 
and even in urban income distribution. 

Secondly, certain particularly impoverished 
groups of cultivators on marginal lands raise 
goats and make charcoal to obtain a little cash 
income. Goat grazing and charcoal burning 
are destroying what little forest cover remains 
in the hills and causing disastrous erosion. The 
cultivators themselves are aware of this, but 
cannot dispense with their supplementary live-
lihood. Regulations prohibiting goat grazing 
and charcoal burning thus can be enforced 
only by repressive means and at the cost of 
intensifying the poverty, or driving off the land, 
thousands of families already at the margin 
of subsistence. An acceptable and effective 
solution to the apparently straightforward 
problems of deforestation and soü destruction 
thus requires capacity on the part of the au-
thorities to resettle or offer alternative liveli-
hood to the families in question, and this in 
turn requires effective agrarian reform, an-
ployment and educational policies. 

Public agencies are not necessarily unaware 
of the causative factors but, because of a lack 
of capacity to confront the much broader set 
of problems involved in an adequate response, 
they have to fall back on palliatives; broader 
responses run inevitably into the rigidities and 
contradictions of the whole system. When, to 
these difficulties are added problems of sheer 
lack of statistical and other data, and the fact 
that the societies of Latin America are sub-
ject to the constantly changing (and mainly 
exogeneous) pressures from changing tech-
nology which tend to cooffict with other devel-
opment goals, it is understandable that Gov-
ernments see few alternatives to short-term 
"solutions". 

In fact, stopgap policies seem so far to have 
justified themselves by keeping the most urgent 
problems of underdevelopment at bay and by 
creating minimum living conditions sufficiently 
flexible to allow most of the population to 
adjust somehow to their circumstances. Given 
this situation, the natural—almost inevitable— 
tendency of Governments is to avoid poUcy 
responses of a large-scale nature which might 
alienate powerful interest groups while not 
having the counter advantage of attracting im-
mediate support from the disadvantaged sec-
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tors of society. In any case, basic changes are 
not likely to be felt in the short term and few 
Governments act in terms of the longer period, 
beyond their own expected tenure of office. 

It is through an understanding of problems 
deriving from the socioeconomic system itself 
that general development strategies have to be 
evolved and, in turn, converted into effective 
operational plans. 

Some of the groundwork has already been 
done in Latin America, and, to judge from the 
generally favourable response to the concept 
of integrated development or the "Unified Ap-
proach" to development strategies set out by 
the Economic Commission for Latin Ameri-
ca,there appears to be at least formal agree-
ment to consider planning in a broader per-
spective. More specifically, some Governments 
have accepted in prindple—or have antici-
pated—the recommendations of the United 
Nations Conference on the Human Environ-
ment that the environmental factor should be 
included integrally within the total design of 
development planning. 

Althou^ a start has been made, it would 
be unreal̂ tic to expect that governmental re-
sponse to the arguments for a "unified" or 
"integrated" approach to development will be 
more than tentative for some time. 

In the meantime some of the more important 
conditions for the implementation of integrated 
development strategies in the different nations 
of the continent can be briefly outlined so as 
to give some appreciation not only of the 
reality which is to be reconciled with norma-
tive goals, but also of the major areas to which 
the arguments for new approaches might be 
directed. Such conditions wül include: 

— the political determination of Govern-
ments to initiative such policies, which in turn 
depends on persuading the influential social 
and economic groups of their value and viabil-
ity; 

— the operational efficiency and organiza-
tional flexibility of the administrative machin-
ery of government; 

— the financial capacity of government and 
the trained manpower available to it; and 

—'the ability of planners to carry out na-
tional development strategies not only in terms 
of the wishes and cultural values of different 
social groups (which by itself may imply 

merely a passive acceptance of what is being 
offered) but also with the active—and, at 
times, the necessarily aggressive— p̂articipation 
of those affected by the plans. The whole 
question of popular participation in particular 
is a complex one and its attainment depends 
in large measure on the education of all con-
cerned im the policy changes. This does not 
imply, hopefuUy that people wUl be mani-
pulated to gain their acceptance of the plan-
ners' schemes; just the opposite, that it might 
involve experts and people jointly working out 
methods to formulate and implement policies. 
And this would require mutual education, 
through contact of both sides in an effort to 
change attitudes and reduce as far as possible 
the inevitable incomprehension and mistrust 
that is likely to arise,®̂  of course, such condi-
tions involve the need for change, based in 
part at least on compromise to break down 
political, cultural and social constraints and 
open the way for the elaboration of "scenarios" 
of integrated development. 

The final condition to be noted in the de-
pendent market societies of Latin America is 
that of national autonomy. The implementa-
tion of integrated strategies is going to depend 
on the ability of national, regional and local 
authorities to act with a considerable degree 
of freedom from external pressures. And this, 
in turn, will depend largely on the extent to 
which the other conditions are achieved. 

5. Conclusions 
One of the themes that this report has 

attempted to stress is that, although there are 
close and interacting relations between popu-
lation and the environment, such links cannot 
be considered except in relation to their situa-
tion within the wider sphere of societal devel-
opment. These relationships, in turn, raise 
further implications for both elements in the 
development process. 

For population, the confrontation with the 
other development variables may help to cla-
rify one of the issues that has been a source 
of contention: whether population is a nega-

See Evaluación de Quito: Primer Bienio de la 
Estrategia Internacional de Desarrollo, Naciones Uni-
das, CEP AL, Santiago, April 1973. 

Solon Barraclough, "Rural Development Stra-
tegy . . .", op. cit., p. 28, referring especially to the 
rural situation, writes of the need for "full campesi-
no participation" in development policies, and con-
tinues, " . . . all rural development strategies will re-
main inadequate until the hard political decisions are 
taken to move directly towards development goals in 
spite of the powerful interest groups opposed to 
sharing their power and privileges with the cam-
pesinos and other hitherto powerless groups". 
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tíve or positive element in the achievement of 
societal goals. A vñdely diffused position at 
present seems to be dominated by the sup-
position that people are a nuisance, a drain on 
resources and a barrier to progress. 

This is not particularly helpful to countries 
in which potentially the human resource is by 
far the most valuable available to society. 
Within the framework of a long-term policy 
to slow population ^owth, there seems to be 
much greater value in considering the positive 
attributes of people—as producers, decision-
makers, contributors to culture and civiliza-
tion—rather than as rats in a granary, pre-
datory, destructive, and in the &al analysis, 
dispensable. And the latter attitude is parti-
cularly inapposite in the "developing" world 
where the consumption of the world's re-
sources per capita is extremely low compared 
with that of the affluent countries. 

Looked at globally, development objectives 
will obviously have to involve a slow-down in 
the rates of population growth and the achieve-
ment of a moore balanced spatial distribution 
but not every nation in the world can or must 
proceed at tíie same pace. In Latin America 
reductions in the growth rate and changes in 
the distribution of the population will come 
—if at all—as a consequence of development 
and not as part of a policy package labelled 
"zero economic growth; zero population 
growth". To reiterate what has been stated 
earlier in the report, it is precisely through 
the relevant emplojnment of all the develop-
ment variables that conditions of greater se-
curity will be created in the lives of Latin 
American rural and urban masses. Such con-
ditions wül then allow for changes in attitudes 
so that children are seen by society as human 
beings, and not primarily as forms of social 
security, additional wage earners and props in 
one's old age. 

Similarly the population-environment rela-
tionship ought to be considered in the wider 
context of the society as a whole. To equate 
population pressure simplistically with envi-
ronmental despoliation is, in Latin America, a 
partial and superficial approach which fails to 
take into account the systematic pressures 
which result in the misuse of natural resources 
in rural areas, however thinly populated, and 
the degradation of both the man-made and 
natural environments in the urban centres. 
Questions of spatial imbalance and inappro-

priate technology and production-consumption 
patterns have already been discussed and their 
role in the population-environment-population 
relationship has been pointed out. 

It might, therefore, be most useful to put 
the relationship clearly into its global setting 
by asking the following question: who (or 
which groups in society) is producing a poor 
environment for whom? And this suteumes a 
series of related questions. Who is responsible 
for the pollution caused by the private auto-
mobile, and for the inadequate transport serv-
ices? Who benefits most from the minerals 
extracted from the countries of Latin Amer-
ica, and who suffers from the manner of their 
extraction and the appropriation of the returns? 
Who (or what pressures in society) is respon-
sible for the continuous stream of migration 
from the poor environmental conditions of the 
periphery to the often equally poor conditions 
at the centre? The answers to these will re-
quire an approach which is somewhat broader 
in nature Úian has been demonstrated in most 
analyses up to the present. 

To conclude, a final comment on the role of 
the environment itself should be made. As the 
Founex meeting emphasized on a number of 
occasions,̂ ® environmental questions and eco-
nomic growth ought not to be treated as mutually 
exclusive alternatives; rather, they should be 
complementary ingredients of Latin American 
development programmes. The environmental 
factor has the potential to bring into focus the 
socioeconomic and physical structures of the 
countries of the region and so broaden the 
basis for unified development strategies. 

But this will occur only if the environment 
is integrated into development policies aiming 
to promote the well-being of the society as a 
whole. If it comes to be seen as something 
extraneous to the daily problems confronting 
the legislator or planner, or as merely a fashion-
able issue likely to compete for scarce re-
sources with other demands of apparently 
^eater immediate urgency, it will be either 
ignored, or, to satisfy national prestige—or 
loan and credit requirements— ŵffl be added 
as little more than verbal decoration to already 
decided policies. 

33 See Development and Environment, Report and 
Working Papers of a Panel of Experts convened by 
the Secretary-General of the United Nations Con-
ference on the Human Environment (Founex, Swit-
zerland, 4-12 June 1971), Mouton, Paris/The Hague, 
1972. 
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LATIN AMERICA AND THE WORLD POPULATION CONFERENCE^ 

1. Demographic situation and prospects of the 
Latin American countries and principal at-
titudes to demographic policy 

In a wide-raagioig debate, m the course of 
which statements were made by all delegations 
present, the representatives of various United 
Nations agencies and the seoretariat of the 
meeting, the demographic situation of the Latin 
American countries, the medium- and long-
term prospects for their populatiô , and the 
various attitudes amd factors that have a bear-
ing on demographic policy were commented 
upon at length. 

Without going into details, the following 
paragraphs endeavour to highlight the most im-
portant conclusions reached in the course of 
the discussions. It should be mentioned that 
these discussions are the first on the subject of 
population to have taken place between Latin 
American Governments and, in general, be-
tween member States of the Commission, and 
are therefore likely to be of particular interest 
to the World Population Conference to be 
held later in 1974. 

The most significant aspect of the debate 
was its demonstiation of the awareness that 
has developed in just a few years of the 
importance of demographic factors as a basic 
element and inte^al part of the process of the 
economic and social development. Even consid-
ering the differences in the population situation 
from one country to another—deriving from 
their historical and cultural background, their 
endowment with natural resources, their style 
of development, their economic relations with 

1 Prior to the World Population Conference, 
ECLA, jointly with the Secretary-General of the 
Conference, the United Nations Population Division 
and the Latin American Demographic Centre, spon-
sored a Latin American Preparatory Meeting for the 
World Population Conference, held at San José, Costa 
Rica, from 15 to 19 April 1974. This text, which is 
an excerpt from the Report of that Meeting, repro-
duces only the summary of the proceedings and the 
conclusions. It therefore does not include the part 
dealing with the organization of the Meeting or the 
annexes'containing the lists of delegations and docu-
ments, statements by the delegates, and comments 
sent to the ECLA secretariat by delegations after the 
Meeting. 

Other countries, internal social structure, level 
of industrialization and urbanization, and other 
variables—the statements of participants left 
no doubt that Governments and national com-
munities were devoting the utmost attention 
to the question of demographic growth and to 
various population processes within the broad 
context of economic and social development. 

The debate made it dear that the Latin 
American countries were concerned above all 
with improving the conditions of human life by 
remedying past short-comings and opening up 
a horizon of greater well-being and dignity for 
mankind through integrated development. Their 
commitment was to the achievement of rapid 
development in a variety of ways in keeping 
with their different national conditions. At the 
domestic level, it was necessary to consider de-
velopment as an integrated process involving 
qualitative and quantitative changes and the 
achievement of a fair distribution of income, 
increased employment opportunities and greater 
social well-being. 

For that purpose, adequate international co-
operation was required in order to ensure fairer 
economic relations and access to external mar-
kets, scientific and technological support, finan-
cial collaboration and multilateral or bilateral 
assistance in the many aspects of development. 

The 316 million people inhabiting Latm 
America today faced a tremendous challenge, 
greater even than that of the past 25 years, in-
asmuch as international conditions were still 
unfavourable and internal disequUibria per-
sisted in many areas. 

One of the features of the region's problems 
was the very trend of the fundamental demo-
graphic variables; the rejuvenation of the pop-
ulation, the prevalence in most countries of very 
high rates of natural increase because of the ab-
sence of any significant reduction of fertility to 
counteract the rapid decline in mortality, and 
heavy migration from rural to urban areas. 

With the exceptions referred to below, Latin 
America as a whole had in recent decades been 
the region with the highest annual population 
growth rate—very nearly 3 per cent. This 
meant that the population doubled every 23 
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years. The crude death rate, which was already 
rektively low, would continue to drop during 
the next few decades; the crude birth rate, 
which was close to 40 per thousand, was still 
determined in most countries by numerous 
factors that tended to keep it high; the propor-
tion of the population less than 15 years old 
was around 43 per cent, and that factor—'to-
gether with the population over 65 years of 
age—gave a high dependency index. The growth 
rate of the urban population was nearly 5 per 
cent per year, in spite of which the population 
living in rural areas was still increas>ing at an 
annual rate of 1.7 per cent, which was faster 
than the total population growth in most of 
the developed countries. 

It was true that there were already signs 
of a change, though the process was still slow. 
The over-all growth rate seemed to have passed 
its peak in recent years. However, because oí 
the effect of demographic inertia, recent slight 
declines in fertility from very high levels in 
some countries with very large populations and 
some bigger reductions in fertility in smaller 
countries would take a long time to affect the 
age structure, the number of persons newly 
joining the labour force, and internal migra-
tory flows. Consequently, it would be a fairly 
long time before they relieved the pressure that 
was being increasingly felt in some States—as 
was made clear in ithe course of the debate—on 
arable land, employment, educational and social 
services and, in certain cases, on limited national 
territory. 

At the same time, within the general situa-
tion so described, the debate made it very 
clear that there were considerable differences 
in demographic conditions from one Latin 
American country to another. A small group 
of countries had low growth rates and a low 
ratio of population to present or potential re-
sources; in such countries there was an ur-
gent need for increased demographic growth 
so that they could exploit their resources and 
settle population in vast underpopulated terri-
tories. 

At the other extreme, several physically 
small countries, some of which had a poor en-
dowment or variety of natural resources, had 
a very high density of population and suffered 
real demographic pressures that were further 
accentuated by high fertility rates. A large 
group of other countries was in an intermediate 
situation in terms of territory and resources, 
but considered that the very high rate of na-
tural increase of their population posed an ac-

tual or potential obstacle to development, either 
because the population growth alone absorbed 
a substantial part of their investment capacity— 
and therefore prevented the full utilization of 
the labour force—or because it provoked seri-
ous imbalances between sectors or between rural 
and urban areas that made it more difficult to 
find a solution to the problem of securing 
integrated economic and social development 
wdthin a reasonable period of time. Finally, 
there were some other countries with high pop-
ulation growth rates which, because they had 
ample natural resources and large areas of un-
exploited land, considered rapid population 
growth to be a positive factor in maintaining 
their rate of development. 

It was recalled that, in the course of the 
United Nations symposia held in Cairo (June 
1973)2,. it had been found that the relation-
ships between demographic variables and eco-
nomic and social change were highly complex. 
Although the central role of man as the crea-
tive element in development processes and the 
importance of a growing population in the for-
mation of an integrated economy and large 
domestic markets were widely accepted, no sat-
isfactory analysis had been made of the con-
sequences of the very high rates of population 
growth prevailing in many developing countries. 
Some of the effects of such growth were already 
apparent, however, as had been noted with 
respect to Latin America. 

In the course of the debate it was recognized 
that the Latin American countries' knowledge 
of these relationships was still inadequate and 
that it would be necessary to learn more about 
them through the collection of basic data and 
the execution of systematic research in order to 
obtain more valid conclusions. That did not, 
however, rule out the formulation of tentative 
plans, according to the degree of urgency in 
each country, that could help them to outline 
population policies. 

Furtheirmore, some aspects of the develop-
ment process affected more precisely tíie demo-
graphic variables. As shown by the past ex-
perience of countries with various economic 
and social systems, processes of change which 
led to a higher real income rnthout great 
inequalities, with rapid progress in educational 
and health programmes,, greater participation of 
women in labour and an improvement in their 
general status, and a rapid increase in com-
munications tended to foster n e w attitudes 

2 See Report of the Symposium on Population and 
Development, Cairo, 4 to 14 June 1973. 



among couples towards the spacing of thdi 
children and the ultímate size of the famüy. 

In some Latin American couoitries, or in cer-
tain parts of such countries—espedally in ur-
ban areas—there was already a trend towards 
a decline in fertility, even before the introduc-
tion of family planning programmes. That sug-
gested that a demographic policy designed to 
moderate the birth rate should seek to secure, 
in the process of economic and social devel-
opment, a set of changes which affected the 
motivations of the family. The same could 
be said of policies tending to increase fertility. 

Only a few Latin American countries had so 
far claimed to have adopted explicit economic 
and social measures designed to transform the 
reproductive behaviour of the family by creat-
ing suitable conditions for the desired changes. 
Some countries were pursuing structural changes 
and development processes that probably had 
the present or future effect of modifying fertili-
ty., and in one or two cases specific targets had 
even been established. Most Governments, 
however, did no more than support family 
planning programmes without their being pro-
perly linked to economic and social develop-
ment plans, while some considered family plan-
ning merely as part of a mother-and-child health 
service. 

During the debate, it became clear that the 
Latin American countries recognized the right 
of the family—already enshrined in the Declara-
tion of 1958 and in subsequent documents of 
the United Nations— t̂o decide freely on the 
number and spacing of their children. However, 
the information and services needed in order to 
exercise that right to the full were not very 
widespread, particularly in rural sectors and 
urban marginal sectors. 

A considerable number of countries bad 
prepared far-reaching national programmes of 
family planning and responsible parenthood 
within the framework of a global and integrated 
conception of economic and social develop-
ment. Those countries intended to intensify 
such programmes in coming years as a means 
of facilitating their development tasks and im-
proving the living conditions of the population 
as a whole. It was noted that, in some of the 
smaller of these countries where demographic 
pressure had increased, those progranmies had 
evolved in accordance with more precise defini-
tions of the demographic growth rates con-
sidered to be suited to their situation. 

It was concluded from the foregoing con-
siderations that, while the subject of population 

policy was daily acquiring more importance 
in Latin America, it had not yet received suffi-
cient study. That was because population policy 
involved a wide range of inter-relationships be-
tween economic, social, cultural and political 
phenomena, for which there could be no purely 
technical solution and for which there could 
be no question of isolated solutions either. That 
explained the emphasis placed during the de-
bates on the need for population policy— ĥow-
ever it was defined— t̂o be closely related to the 
other essential aspects of development policy, 
and on the need to reject partial solutions and 
external pressures purporting to secure, by the 
mere introduction of family planning program-
mes, a reduction in fertility which would auto-
matically raise per capita income by a simple 
process of cause and effect. 

It was stressed in particular that population 
policies, as part of economic and social devel-
opment plans and programmes, were strictly 
national matters which each country must dis-
cuss, formulate and adopt in accordance with 
its own cultural characteristics and basic situa-
tion and prospects. It was pointed out, in that 
connexion, that in some Latin American coun-
tries population policy must consist of stepping 
up the growth rate, even through massive sup-
port of immigration, in order to make full use 
of those countries' vast potential in terms of 
resources. 

In other areas, however, the policy might 
consist of the gradual redistribution of the pop-
ulation by means of internal movements under 
rural or urban settlement programmes. Even 
where it was considered necessary to bring about 
a drop in fertility within a reasonable period 
of time, redistribution or relocation measures 
should also form an integral part of population 
policy. 

It was further indicated that, generally speak-
ing, it was impossible to carry out population 
policies without a simultaneous intensification 
—and in many cases reorganization—of educa-
tional, health, housing, environmental and social 
policies too. 

As a general conclusion, it could be noted 
that the Meeting demonstrated the very definite 
interest of the Latin American countries in con-
sidering their demographic prospects— îmme-
diate or distant—as a vital component of their 
development problems. At the same time, it 
was felt that population was not a regional 
or isolated matter but fitted into a world-wide 
context involving, in particular, the other de-
veloping countries. The Meeting fiilly recog-



nized the international interdependence which 
characterized the present epoch and would no 
doubt become still more accentuated in the 
future. 

The prospect of a Latin American popula-
tion which could range, according to projec-
tions, from 612 million to 650 niMion inhabi-
tants by the end of the present century was no 
reason to adopt a ̂ ssimistic view of humanity. 
On the contrary, in view of tíie priority that 
would be given to the betterment of the human 
situation» it should represent a challenge to be 
taken up with the support of the region's po-
tential in terms of education, science and tech-
nology. That challenge could be successfully ac-
cepted if society were organized in such a way 
as to bear the desired fruit, especially for the 
vast masses who were at present excluded from 
the benefits of progress. 

The participants agreed that, under those 
circumstances,, the Latin American Govern-
ments could attend the forthcoming World 
Population Conference in a constructive spirit 
which, with the support of international co-
operation, would help to create the necessary 
conditions for placing each country in a posi-
tion to achieve its objectives. 
2. Draft World Population Plan of Action 

iST/ECLA/Conf.48/L.6) 
In presenting this document for consideration 

by the delegations, the Director of CELADE 
noted that it had not always been possible to 
arouse the interest of politicians in the signifi-
cance of the demographic trends peculiar to 
each case nor their effect on society. 

The discussion at the Latin American level 
of the Draft World Population Plan of Action® 
should give an indication of whether the coun-
tries of the region believed that the State had 
a role to play in the planning and implemen-
tation of a population policy, and if so, which 
variables should receive priority attention, how 
the combined efforts of countries or groups of 
countries could contribute to the search for 
solutions in critical areas, and how ECLA, 
CELADE and other agencies of the United 
Nations system could collaborate with the coun-
tries so that the Plan, which was conceived at 
the world level, could become operational at 
the Latin American level. 

She pointed out that the task was a diflS-
cult one because of the great heterogeneity of 

® In order to avoid constant repetition of the lengthy 
reference to the "Draft World Population Plan of 
Action", the word "Plan" will be used to refer to the 
draft presented in the document referred to above. 

Latin American societies and the lack of ex-
perience in how to insert population policies in 
global development policies.* 

She also pointed out that, as the Secretary-
General of the World Population Conference 
had already said, the Plan had had the benefit 
of the assistance of the scientific community 
through the Advisory Committee of Experts 
specidly set up for die purpose and the four 
preparatory symposia for tiie Bucharest meet-
ing. The Plan did not ent^l any kind of inter-
national conunitmeoit in terms of demographic 
targets, but merely invited the countries that 
considered their own rates to be too high or too 
low to study the problem and decide what ac-
tion to take. Finally, the Plan did not constitute 
an independent strategy, but was part of the 
general development strategy in the context of 
human rights and in keeping with the principles 
laid down in the relevant international instru-
ments. 

As regards the Plan's recommendations con-
cerning mortaUty, she pointed out that the doc-
ument ST/ECLA/Con:f.48/L.5 stated that 
there was a long way to go in reducing mortal-
ity in the region, and that if the age-specific 
mortality rate recorded by Sweden in 1966 were 
to have prevailed in Latin America in the 
present five-year period, 1,,650,000 lives would 
have been saved annually in the region, half 
of them corresponding to children under five 
years of age. 

The Plan also recognized the diversity of 
national population policies required and strove 
to reñect the concerns of individual countries. 
In Latin America it had to be borne in mind 
that although there were countries, such as 
Mexico, which had maintained a high level of 
fertility unchanged in spite of their high rates 
of urbanization and economic growth, there 
were others, such as Costa Rica and Chile, 
where there had been marked and sustained re-
ductions which the forecasts made several years 
before had failed to foresee. 

Although most of the countries maintained 
that their family planning programmes had no 
demographic objectives, such programmes did 
in fact turn into potential instruments of demo-
graphic policy because of the latent demand 
among the female population, especially in ur-
ban areas, for information on ways to reduce 
their fertility. In such programmes, therefore, 
government policy must be harmonized with 

*See CELADE, "Population policies and the family: 
the Latin American case" ( S T / E C L A / C o n f . 4 8 / L . 4 ) . 
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the full exercise of the right of parents to have 
the number of children they wanted. 

As regards population distribution and in-
ternal migration, tíie Director of CELADE said 
that it must be borne in mind that Latin Amer-
ica was a continenit where the popualtion was 
very unevenly distributed, tending to concen-
trate in the big cities and occupy the rest of the 
territory in a very scattered form. Many cities 
doubled their population every 10 years, but 
the rural population nevertheless continued to 
grow at a rate similar to that of the total pop-
ulaition of the developed coxmtries. It was pos-
sible that a gradual decline was taking place 
in the predominance of the metropolis, but only 
in the very long term. 

With respect to international migration, she 
recalled that from being a region of immigra-
tion in the 1950s, Latin America had become 
a region of emigration in the following de-
cade. It was tentatively estimated that the exo-
dus amounted to aroimd 150,000 persons 
annually between 1965 and 1970. That consti-
tuted a phenomenon which the economic in-
tegration schemes currently existing in Latin 
America must take into account and incorpo-
rate in their objectives and in the policies de-
signed to secure them. 

When the meeting began its consideration of 
the Draft World Population Plan of Action, the 
Secretary-General of the World Population 
Coinference voiced some basic queries. Did the 
Plan represent a flexible and balanced docu-
ment, compatible with the great diversity of 
political systems, degrees of economic and so-
cial development, natural resources and world 
demographic problems? Did it really respect 
both the sovereignty of nations and the funda-
mental human rights? Could international co-
operation in the implementation of demogra-
phic policies result in a drop in international 
co-operation for development? Was it accep-
table that the fffovision of international tech-
nical and financial co-operation might depend 
on whether or not the applicant country put 
into effect certain population policies? 

With respect to these queries, there was con-
sensus among .the participants that the Plan 
before them did indeed respect the sovereignty 
of nations and the human rights of indî dduals, 
that it was balanced and coherent, and that it 
was also compatible with the diversity of eco-
nomic, social and dmiographic situations exist-
ing in the world in general and Latin America 
in particular. It was also considered that in the 
course of the preparatory work for the Plan it 

had been possible to observe an increasing con-
vergence of Governments' views in the field, 
and it was also pointed out that the document 
under consideration laid down, without leaving 
any room for doubt, that international co-oper-
ation in the implementation of population poli-
cies should not and could not be at the expense 
of economic assistance for development, but 
must be in addition to it (paragraph 73 of the 
Plan). 

It was noted, however, that in view of the 
great importance of the principle of respect 
for the sovereignty of States in population mat-
ters, that principle should be specifically stated 
in the first paragraph of the Plan. In that con-
nexion, one delegation, which obtained unani-
mous support, proposed that the Plan should 
start with the affirmation of the principle of the 
sovereign right of each State to formulate its 
own population policies, in accordance with its 
own objectives and national requirements. With-
out prejudice to universal solidarity, that basic 
principle should govern any agreement on world 
or regional action, so as to back up the work 
of improving the quality of life for all the inhab-
itants of the earth through economic and so-
cial progress. 

One representative said that when exercising 
that sovereign ri^t, countries must bear in 
mind the effects that national policies could have 
on the community of nations in the present 
increasingly interdependent world, as well as 
the need to promote the fundamenté human 
rights which were universally recognized. 

One delegation considered that, without be-
littling the importance of national sovereignty, 
there was an urgent need to tackle population 
problems at the regional level, with a view to 
the demographic integration of Latin America. 

Another delegation considered it indispen-
sable to define the role of national Govern-
ments in the Plan more explicitly and to re-
write the chapter on its principles so as to 
make it quite clear that respect for national 
sovereignty was the basic principle of the 
Plan. It also pointed out that the immense dif-
ferences between individual national situations, 
and the different views of nations on their roles 
and positions in the international community 
prevented the application of a uniform plan of 
action throughout the region, and much less 
in the world as a whole. It was dierefore nec-
essary to resort to regional and subregional ap-
proaches in order to apply plans of that type. 

The same delegation considered thai the 
isolation of demographic problems was only jus-
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tified in analytical terms, las such problems 
formed an organic part of a universal complex. 
The importance was emphasized of approach-
ing these problems in a comprehensive man-
ner, with sufficient accent on the social and 
economic development of all countries, espe-
cially in areas in which most could be done 
to give dignity to human life, without by-pass-
ing the close interdependence existing between 
human rights and the evolution and prosperity 
of national communities. Any action which 
violated human rights jeopardized ithe long-
term viability of these communities. 

Another representative stated that the Plan 
should also clearly establish that the basic ob-
jective of every population policy—and hence 
of the Plan itself—was to improve the quality 
of all human life, without any discrimination 
whatever. 

It was also noted that—in accordance with 
the recommendations approved by the Popula-
tion Commission of the United Nations at its 
third extraordinary session—the Plan should 
include: (fl) a wdl-defined and clear declara-
tion of principles and objectives based on those 
already laid down in the documents and delib-
erations, and (b) a supporting programme 
with concise, explicit and reasonable recommen-
dations and options for action at the national 
and international level, clearly laid out for con-
sideration at the political level on the basis of 
document 292/Rev.l (first version of the 
draft) and of the observations and proposals 
formulated by the Population Commission dur-
ing the session in question. The recommenda-
tions should also be readily understandable by 
the general public. 

One representative considered it desirable 
that certain elements already contained in the 
Plan should be raised to the status of principles 
in it: (a) the right of couples to determine the 
number and spacing of their children and to 
have access to the information and services 
needed to enable them to exercise that right; 
(b) the right to mother-and-child attention as 
an objective in itself, and (c) the improvement 
of the status of women. 

One delegation proposed the addition of the 
following sentence to paragraph 18 (b): "The 
imiprovemeint of the status of women in the 
family and in society as a whole is a contri-
butory factor in reducing the size of the family; 
moreover, offering women the possibility of 
planning their fertility goes hand in hand with 
their rights as individuals and with a better 
social status". 

Another representative—referring to the ef-
forts to reduce mortality and morbidity rates 
—̂ pomted out that international assistance was 
also necessary in the countries that had man-, 
aged to lower those rates significantly, so as to 
enable them to maintain or further reduce the 
levels achieved. 

One delegation suggested that the following 
text should be added to paragraph 11 of the 
Plan: "Attention is drawn in particular to the 
contribution which family planning can make 
to the improvement of mother and child health, 
through reductions of the number of bhths and 
better spacing of pregnancies during the most 
fertile years". 

With regard to the means for affecting fer-
tility levels mentioned in paragraph 14 of the 
Plan, it was noted that the text should clarify 
the relation between direct and indirect mea-
sures affecting those levels. 

In view of the concern of some delegations 
regarding quantitative targets, it was explained 
that the targets given in the Plan were based 
on those set by countries which had fixed tar-
gets for themselves. 

Also in connexion with the quantitative tar-
gets, one delegation wished to place on record 
—and received considerable support for this— 
its concern that, while the right of each State 
to formulate and adopt population policies and 
to set quantitative targets as regards one or 
all the demographic variables was recognized, 
there was a danger that failure to fix such tar-
gets might be interpreted as meaning that the 
country concerned was not tackling its demo-
graphic problems or had not adopted a pop-
ulation policy, and worse still limitations might 
be placed on the right of each country to re-
ceive, other things being equal, the interna-
tional or regional assistance it considered nec-
essary for its national programmes in the area 
of population or development. 

Another representative considered Üiat in the 
section of the Plan concerning population 
growth more specific reference should be made 
to the reduction of such growth in the most de-
veloped countries, and suggested the addition 
of .the following paragraph: "The most devel-
oped countries are urged to adopt measures to 
promote the continued reduction of their pop-
ulation growth rate, with the object of achiev-
ing bare replacement reproduction rates by 
1985— îf these have not already been achieved 
—as well as virtually stationary levels of pop-
ulation as soon as possible after that date". 
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Several deilegations pointed out that popula-
tion growth rates must be considered in the 
light of the population density levels of the 
countries concerned. 

In reply to the doubts expressed by one rep-
resentative as regards the need for "increased 
co-ordination" mentioned in paragraph 77 of 
the Plan, the Secretary-General of the World 
Population Conference stated that the question 
of the machinery for implementing the Plan 
was not on the agenda of the World Popula-
tion Conference to be held in Bucharest and 
the decision on this point was the responsibility 
of the regular United Nations bodies. 

It was emphasized that as measures to regu-
late population growth only took effect over 
the relatively long term, it was essential to adopt 
other measures in order to prevent the grow-
ing size of the population from becoming a 
completely insoluble problem in the meantime. 

Some representatives considered that the 
term "family planning" had in practice become 
associated with birth control objectives, and 
in the Plan it should therefore be defined in 
its true sense, so as to avoid mistaken inter-
pretations of tíie text. 

Several delegations pointed out that although 
the reduction of the birth rate was beneficial 
in certain cases, in others it might produce an 
aged population and replacement generations 
which were not adequate for maintaining na-
tional development. 

One delegation recommended that it should 
be taken into account in the Plan that "the 
family" did not exist in the abstract: each social 
group had its own family type which was the 
result of its historical evolution and which con-
ditioned family size. 

The meeting considered international migra-
tory flows wiüiin Latin America with special 
interest. One delegation remarked that it did not 
seem appropriate for the Plan to refer to mi-
gration solely as a problem, since in many cases 
it could actually be a solution. It therefore pro-
posed that considerations should be given to 
the possibility of resorting to the redistribution 
of population at the regional level as an al-
ternative means of tacklmg problems arising 
from the high population growth of some Latin 
American countries and as a step towards the 
progressive demographic integration of the 
region. 

The same delegation mentioned the need to 
insist that countries receiving migration flows 
should take appropriate legal steps to ensure 

that migrants were not oidy generators of wealth 
for the host country, but were also socially and 
economically integrated into it. 

In accordance with the provisions of para-
graph 41 of the Plan, it further proposed 
that ECLA shoidd study the possibility of set-
ting up an intergovernmental body for promot-
ing the redistribution of population among the 
Latin American countries. Such redistribution 
would involve not only the physical transfer of 
migrants, but also the establishment of labour 
and social security agreements and, in general, 
the protection of the rights of migrants. 

Several delegations expressed agreement with 
the above proposals on the fuU integration of 
immigrants into the economic and social con-
ditions prevailing in the host country. They 
also recommended the establishment of bDa-
teral and multilateral agreements to achieve this 
end. 

One delegation pointed out that not only 
rural-urban, but also intra-urban migrations 
should be considered, and as regards population 
distribution policies, consideration should be 
given to the imbalances in age, sex and socio-
economic characteristics which could appear as 
a result of selective migration. 

The representatives of five countries of a 
subregional ^oup recommended the insertion 
of the following text after paragraph 33 of the 
Plan: "The decisions which have been taken 
to date within 'the framework of regional and 
in particular subregional agreements constitute 
patterns of action which should be taken into 
accoimt by the international commtmity". 

Other representatives expressed concern at 
the serious loss which spontaneous emigration, 
particularly to neighbouring countries, some-
times entailed for the labour force. The desir-
ability was therefore indicated of studying de-
velopment measures for tiie places from which 
those migrants came, so as to reduce such 
movements. 

As regards the stndies carried out so far on 
the relations between population and other 
economic and social variables, it was noted that 
their inadequacy made it difficult to formulate 
properly founded population policies. Although 
the research programme contemplated in the 
Plan was considered hi^y satisfactory, it was 
suggested that the conceptual outline should 
be complemented with proposals designed to 
make it operational. 

One delegation attached great importance to 
paragraphs 45 to 66 of the PIMI referring to 
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the collection and analysis of data, demographic 
research— încluding the study of the interaction 
between demographic and socio-economic vari-
ables— t̂raining, education and information. 
Although many countries had had to formulate 
their population policies with the data and an-
alysis available, obviously further research 
should be conducted in order to gain a better 
knowledge of the consequences of present 
trends—or any change in these—and to gener-
ate adequate information on demographic pro-
cesses. Technical personnel required for pop-
ulation programmes should also be trained as 
soon as possible. 

In the course of the debates some concern 
was expressed as regards references in the Plan 
(paragraph 59) to the training of leaders. One 
delegation pointed out that this training was 
altogether different from the training of experts 
and administrators. A leader was a selector oí 
values, whñe an ex^rt was merely an econo-
mizer of resources in the attainment of those 
values, and was conditioned to accept given ex-
ternal values, which might not be adaptable 
to his cultural environment. This could be a 
deifinition of subversion: turning a leader into 
a follower destroyed the very concept of lead-
ership. 

One representative expressed reservations re-
garding the fact that in paragraph 79 of the 
Plan its biennial review was linked with the 
United Nations Report on the World Popula-
tion Situation. The latter report could be an-
alysed at the same session and thus be a re-
lated document, but it would be inadvisable to 
merge them, as both texts would suffer in the 
process. 

Finally, it should be noted that in addition 
to the observations and suggestions made dur-
ing the debates on the Plan—many of which 
are contained in amiex IV of this report, apart 
from those given in the foregoing paragraphs— 
the participants agreed that the Plan was a good 
basis for the deliberations in Bucharest, where 
the Latin American countries proposed to con-
tinue expressing their comments and point of 
view so as to improve it as an operational in-
strument, in which capacity it was of great im-
portance as a fundamental component of the-
development strategies established by the inter-
national community for the present decade. 

3. Conclusions 
From the summary of the discussions given 

in the foregoing pages and tíie statements made 
by the representatives of the member States of 

ECLA and of the international agencies it is 
possible to draw certain conclusions, some of 
which have in fact already taken the form of 
recommendations or suggestions. In this third 
part of the report, these conclusions are placed 
in order and reviewed. 

It should be noted first of all that the aim 
of this part of the report is to identify the topics 
and problems on which lihere have been clear 
signs of consensus in the deliberations of the 
Meeting, together with the points of initial co-
incidence of views and possible agreements 
among the different countries represented at it. 

The following paragraphs give a concise sum-
mary of what are considered to have been the 
main conclusions of the work completed today. 

1. Hiere is an increasing awareness of de-
mographic problems in Latin America and 
growing attention is being given to them within 
the broad context of economic and social de-
velopment. There is consensus that, in order 
to solve problems of this kind, decisions must 
be adopted at a political level, whatever their 
orientation, content or scope. 

2. In this sense, recognizing public interest 
in population matters, Governments are in 
agreement on the need to emphasize that all 
decisions on goals and methods of carrying out 
population policies are by their nature matters 
which concern the principle of national sover-
eignty. There is general agreem¡ent that coun-
tries should be free to set their own population 
goals and that these should always respond to 
national considerations. 

3. It is recognized that, in accordance with 
the International Develo^eot Strate^ and the 
Quito Appraisal, the prime task is integrated 
development on the basis of greater social 
equality, structural change and the participa-
tion and welfare of the mass of the population. 
This developmenit will affeot demographic vari-
ables and, in particular, may affeot reproduc-
tive behaviour and family formation. 

4. The Governments reassert that the im-
provement of life—^with unrestricted respect for 
human rights—constituftes the basic objective 
of all actions in this field. The need to broaden 
the capacity of decision of individuals by pro-
moting their more effective participation in eco-
nomic and social affairs is thus indicated as 
part of this objective. 

5. Population policies are not considered 
as an alternative to economic and social de-
velopment but as one of the means of achiev-
ing it. 
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6. The population palicies adopted by States 
in the exercise of their sovereign rights should 
in no way affect the criteria determining the 
allocation of international economic and finan-
cial co-operation. 

7. During the process of demographic tran-
sition an extraordiniaiy effort is called for to 
achieve economic and social development with 
a constantly increasing population. The inter-
national community and 'the developed coun-
tries should co-operate with the developing 
countries in this effort, by means of economic, 
trade and financial measures aimed at fairer 
international economic relations. It is particu-
larly important to act upon the economic vari-
ables through increased international co-opera-
tion in those countries which, though they have 
high rates of population grovrth, also have a 
low population density and in the future will 
require a bigger population to miake full use of 
their resources and occupy more effectively their 
economic space. 

8. It is recognized that, taken as a whole., 
the rate of growth of the population of Latin 
America is the highest of any region in the 
world, and the high birth rate, plus the decline 
in mortality, means that there vñll be a large 
proportion of yoimg people in the population 
for a considerable period. This in turn means 
that the over-all growth rate cannot decrease 
significantly before the end of the present cen-
tury. Taken individually, however, tiie countries 
show differing conditions: (a) some show slow 
growth but possess vast spaces and resources, 
(b) others, though also possessing space and 
resources, have high grovsrth rates; (c) others 
are in an intermediate situation; (d) still others, 
owing to their small territory or lack of re-
sources, show symptoms of present or potential 
over-population. 

9. Most countries, in recognition of human 
ri^ts and as a basic contribution to the im-
provement of health, provide family planning 
information and services. 

10. The great majority of the Latin Amer-
ican countries reject the idea of establishing 
quantitative targets in population programmes. 

11. In general, the urgent need to consider 
policies for the internal geographical re^stri-
bution of population is recognized. 

12. The existence of international migra-
tion problems is likewise acknowledged. How-
ever, some countries consider international mi-
gration as an instrument of popxilation policy 
which may provide an alternative solution to 
problems of unequal population growth. 

13. The need to promote integrated educa-
tion, health, employment and other social poli-
cies as an essential component of population 
policy is established. 

14. Population policies should be linked 
with development strategies and should concern 
themselves in this context not only vidth mortal-
ity and the birth rate, but also with the geogra-
phical distribution of the population, its rela-
tion to natural resources and the environment, 
and with international migration. 

15. Development policies should give spe-
cial attention to regional development, to the 
incorporation of new areas and depressed areas, 
to the creation of human settlements., to the 
more rational use of natural resources and to 
the adoption of measures which, while com-
patible with the accelerated rate of economic 
growth required, avoid the deterioration of the 
environment. 

16. In the light of the statement of the Gov-
ernments represented at the Meeting, the ap-
plication of the World Plan of Action in Latiq 
America will be inseparable from measures to 
intensify development. 

17. On the one hand, there are all the ques-
tions relating directly to the popailatioii growth 
rate and to internal and international migration; 
on the other, there are the implications involved 
in considering the population variable in eco-
nomic growth and social development. 

18. As regards the first aspect, the discus-
sion indicates that some member Governments 
advocate the drafting of special laws and favour 
the creation of institutions to prepare decisions 
and carry out the action of the public sector. 

19. As for the second aspect, it is not just 
a question of including the population variable 
in development planning and programming 
methods, but rather of forecasting the conse-
quences that the structure and rate of growth 
of the population may have for general plans 
and specific policies. 

20. There is general agreement that national 
development plans and strategies must consider 
the population situation and trends as a funda-
mental aspect of public action in three respects: 
(a) as regards Aeir juterrelationship with the 
other factors affecting the process of develop-
ment; (b) in the context of the social policy of 
Governments; and (c) in the light of national 
development projects and taking into account 
the most significant political and cultural con-
sideration in each country. 
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21. The need to eliminate the barriers 
which hinder the full incorporation of women 
in social, economic and political life is con-
sidered to be a topic of tíie greatest interest. 
Only thus will women be able to carry out to 
the full their role as citizens and as one of the 
basic elements in the family nucleus. 

22. As regards the improvement of family 
well-being, it is noted ithat the family consti-
tutes the social nucleus on which the changes 
generated by development converge, while in 
its turn it affects the future behaviour of indi-
viduals for their entire life. Any population 
policy should bear in mind not only the effect 
produced on the family nucleus by variations 
in mortality and in ithe birth rate, but also the 
problems which affect its formation and modify 
its stability. 

23. As stated earlier, in the light of the 
different social and economic situations of the 
countries important proposals were made in the 
Meeting regarding the condusion of bilateral 
or multilateral agreements aimed at regulating 
migration among «the countries of Latin Amer-
ica and facilitating the absorption of migrants, 
with the fullest respect for their human rights. 

24. Generally speaking, the representatives 
of member Governments support the basic con-
cepts of the World Plan of Action and make 
a point of its flexibility and its respect for the 
sovereignty of the countries. 

25. The deliberations give grounds for con-
cluding that—on the basis of respect for the 
sovereignty of the countries and recognition 
of the variety of national situations and orien-
tations as regards development policies— t̂here 
is a broad base for international collaboration 
within Latin America. 

26. The proposals made by the Governments 
constitute a challenge to international co-oper-
ation which will call for an unprecedented ef-
fort on the part of ECLA, CELADE and other 
intergovernmental agencies. It is indispensable 
not only to assemble and organize human and 
material resources but also to find strategies 
which will offer a flexible and timely solution 
to the needs of the countries. New ideas and 
orientations need to be prepared and new pos-
sibilities opened up for harmonizing the imagi-
nation and bold thinking required with the 
search for practical ways to assist Governments 
which so request. 

27. In view of the positions that Govern-
ments have adopted regarding the problems and 
policies of their countries, and in accordance 

with the World Plan of Action, international 
agencies must be in a position to increase their 
activities in the ñelds of research, technical as-
sistance, orientation and ev^uation. 

28. It is considered that the countries them-
selves are basically responsible for carrying out 
the necessary research, both on demographic 
matters and on the relations between population 
and development, for the formulation of the 
relevant policies. In this work, however, they 
should have the continuing support of the 
United Nations agencies operating in the re-
gion, which can and must co-ordinate their ac-
tion in order to collaborate actively with the 
countries in the ñelds of research, training and 
the collection of economic, social and demo-
graphic data. 

29. In so far as Governments adopt devel-
opment strategies and policies incorporating 
demographic variables there is ample scope 
for international technical assistance. Although 
the limited extent of knowledge in this field still 
constitutes a serious difficulty, there is clearly 
an urgent need to make a serious effort to de-
fine the parameters and criteria of a population 
policy. 

30. The population policies formulated by 
certain Governments and the development strat-
egies prepared have, for the most part, as-
sumed that there will continue to be a rapid 
increase in the size of the population over the 
next 20 years. Under these circumstances, it 
will be indispensable to accelerate the rate of 
development, while at the same time seeking 
more effective means of creating employment 
and providing such basic services as will help 
to turn the population into a factor of progress. 
The assumption of a creative attitude towards 
the challenge of demographic transition entails 
the adoption of new criteria and guidelines for 
urban growth, the geographical distribution of 
the population, rural development and the 
transfer and adaptation of technology. 

31. It is necessary to implement social and 
economic policies systematically designed to 
avoid the marginalization of broad sectors of 
the population. For this purpose, it is indis-
pensable to find realistic formulas for bringing 
education and health services to the vast ma-
jority of the population and transforming the 
patterns of rur^ life by increasing production 
and employment in this sector. Likewise it is 
necessary to prepare formulas for programming 
an expansion of the cities compatible with very 
high rates of urban growth. 
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32. All the delegations agreed on the desir-
ability and expediency of holding a further 
regional meetmg early in 1975 to assess the 
results of the World Population Conference in 
Bucharest and its implications for Latin 
America. It will also be useful to examine the 
experience and results of the different ap-

proaches adopted by the countries. In this 
respect, the Meeting at San José welcomes the 
offer of the Mexican delegation that Mexico 
City should serve as the venue for these new 
joint activities of the Latin American countries 
within the context of ECLA, CELADE and 
other United Nations agencies speciali2ing in 
the population field. 
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DIFFERENT DEVELOPMENT MODELS OR STYLES 

I. GENERAL AiPPROACH 

Long experience has already been accumu-
lated in analysing the most importaint aspects 
of the national economies. From its conception, 
the Economic Commission for Latin America 
(ECLA) has studied the economic develop-
ment of the Latin American countries and has 
put forward its ideas regarding economic policy 
and the requirements for a rational approach 
to it. It has also recently xmdertaken the task 
of carrying out long-term over-all economic 
projections for the countries of the region. 
These studies must, however, be extended in 
scope and in depth to cover as many important 
economic and social aspects as possible, in-
cluding the sectoral and regional structure of 
production, industrialization, import substitu-
tion, the foreign trade deficit, income distribu-
tion, external dependence, human and natural 
resources, urbanization, population, and fiscal, 
credit and monetary problems. 

It is of particular interest to examine dif-
ferent concepts or styles of development and 
the relevant policies and strategies. Such studies 
can only be meaningful and useful, however, if 
they are integrated in as complete an over-all 
framework as possible, since to consider each 
problem or factor on its own would mean 
assuming—as a conditioning element—'that all 
other factors were the same—̂ which in practice 
may be more unrealistic than many other 
hypotheses—or it would mean accepting and 
applying a series of assumptions in an implicit, 
indiscriminate and improper manner, without 
explicit examination. In otíier words, to analyse 
each factor separately and disregard the rest 
would be to deny that the social, economic 
and political system evolves as a result of the 
constant interaction of aü its component parts. 
Thus, for example, a given production policy 
influences the policies on human resources, 
technology, financing, wages and other factors, 
and is in its turn affected by them. It therefore 
seems unavoidable to organize these interrela-
tionships along systematic lines: Üiis can be 
done with a greater or lesser degree of accuracy 
according to the analytical instruments used. 

The lack of sufficient statistics to prepare 
large-scale analytical or econometric models 
that will meet the above requirements has 
forced research specialists to employ techniques 
like numerical experimentation which facilitate 
progress in this important field. 

In principle, the numerical experimentation 
model is based on an accounting scheme which 
is calculated yearly with the aid of the usual 
coefficients, propensities, elasticities and rates 
on which most information is available either 
direcüy or through international comparisons. 
Thus it is not too risky to formulate some 
reasonable conjectures. 

When this model is applied to a simple 
policy—for example, increasing the share of 
labour-intensive technology—several of its prin-
cipal effects can be foreseen without the need 
for any model at all. Thus in the example given 
employment wiU clearly increase while invest-
ment rates,, and possibly imports, will decline. 
Even in this simple case, however, the model 
is useful for: 

(a) Confirming the above deductions and 
quantifying them more or less accurately, as 
the data permit; 

(b) Deducing the indirect effects, which 
may sometimes be important and are not easy 
to foresee (for example, the effects of the 
policy on the distribution of income, changes 
in the sectoral structure, and government and 
enterprise accounts); 

(c) Accumulating all these effects over 
several years, which generally reveals final 
results that ^e difficult to predict at the time 
the policy is amiounced; and 

(d) Oiculating, in particular, the effects 
of complex policies whereby a ntunber of 
measures are applied simultaneously with not 
always convergent results, so that it is not pos-
sible to guess their final effects. 

Thus, for instance, it woidd not be easy to 
use a mental or deductive scheme to forecast 
the feasibüity and consequences of a policy 
combining a labour-intensive technology with 
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an improvement in the distribution of income, 
which changes the sectoral structure of demand 
and affects import requirements. 

It must be stressed .that the reliability of 
the quantitative results will depend on the 
accuracy of the available data and on the 
hypotheses formulated regarding technical coef-
ficients (productivity of labour and capital, 
average useful life, input and import substitu-
tion coefficients) and behaviour parameters. If 
the data are to some extent unreliable, the 
result of an isolated application cannot be 
taken as a forecast but only as a qualitative 
indication. Nevertheless, the model contributes 
towards a constant improvement in the results, 
and because it is a working instrument that is 
perfected in the course of time as regards both 
the information it processes and its actual 
structure, results perhaps originally regarded 
as provisional gradually improve in quality as 
more and more reliable data are used. 

Furthermore,, the possibility of working with 
an integrated model which includes the basic 
aspects of a coimtry enables the short and the 
long term to be considered coherently. It is 
already a commonplace to repeat that short-
term measures are meaningless unless they are 
inserted in a long-term frame of reference 
charting the general course that the countries 
wish to follow; in other words, short-term 
policy should respond to a national conception. 
It is usually forgotten, however, that unless 
this conception or image is explicitly stated, 
the fundamental element will be left to chance, 
or to the conjuncture struggle between social 
sectors. 

The first phase of the work has consisted 
in applying the model to a style of develop-
ment which is essentially the style predominat-
ing in Latin America as a whole, and an 
attempt has been made to compare the function-
ing of the economy in the medium and long 
term with the achievement of certain socid 
and economic objectives that are considered to 
be of basic importance. Hie method used 
simultaneously considers the demographic and 

educational aspects, social stratification, con-
sumption, production and investment, foreign 
trade, ownership of capital, technology, mcome 
distribution and fiscal policy, and it determines 
how the priaicipal variables wiM be modified as 
a function of the attainment of certain goals. 

In the present stage of the work the objective 
has been to identify the major problems which 
are likely to arise in a continuing development 
of the traditional .type, and, onoe these are 
known, to investigate the possible alternative 
solutions and what each of these in its turn 
would require. One of the central advantages 
in using a numerical model is that the important 
aspects are not only identified; their relative 
size is also estimated. For examiple, the problem 
of insufficient employment opportunities has 
received increasing attention. The projections 
of the model not only indicate that this is likely 
to remain a problem for some time, but also 
provide numerical estimates of its varying size 
with different rates and structures of economic 
growth. And this in turn makes it possible 
to specify the necessary magnitude of the 
changes which would be required to resolve 
the problem. 

The data used in the model correspond 
dosely to estimates for the region as a whole. 
The projections involve numerous assumptions 
which depend in part on policy decisions and 
so of course cannot be applied without qualifi-
cation to any particular country. Nevertheless, 
much of the analysis can be usefully applied 
to individual countries whose general situation 
does not vary greatly from the regional average, 
introducing qualifications where the particular 
economy is sufficientiy different from the 
structure used; or where poli^ measures are 
expected to alter the assumptions used in the 
projections. A central objective of the con-
tinuing work programme is to develop variants 
of the model bas^ on data for each of several 
different "types" of economies— t̂hat is, repre-
sentative of the variations in economic struc-
tures within the region—so that the implications 
of these differences can be analysed more fully. 

II. THE BASIC PROJECTION 

The starting point of the analysis is, then, 
the basic projection of the model. This begins 
with estimates of the situation which prev^ed 
in the region at the end of the 1960s, and 
then assumes that the future pattern of develop-
ment vsdll be similar to recent historical expe-
rience. Essentially this means that economic 

growth will continue to be centred around a 
modern sector whose products and production 
methods are patterned after those prevailing 
in the advanc^ industrial countries; and the 
higher income groups will continue to have 
consumption patterns styled after those j^e-
vai'ling in the Western industrialized countries. 
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The model works by assuming the achieve-
ment of certain goals, and ithen determining 
what is required to meet these goals, and what 
happens to important variables in the process. 
The major goal is in terms of consumption 
levels. Values for the entire model are cal-
culated yearly, and the programme is carried» 
to the year 2000. 

The consumption goals are set for three dif-
ferent income groups. The highest income 
group is high urban,, with 10 per cent of the 
population when the model 'begins, whose per 
capita consumption levels increase 3.4 per cent 
per annum. This is in line with the basic 
assumption of continuismo, permitting con-
sumption patterns of this group to follow the 
rising levels in the industrialized countries. The 
other two income groups are low urban with 
40 per cent and rural with 50 per cent of the 
population when the model begins. Per capita 
consumption of these two groups rises more 
slowly, averaging somewhat more than 2.5 per 
cent per annum. This lower average rate reflects 
the fact that within these groups there are large 
marginal elements whose incomes and con-
svunption are likely to rise quite slowly. 

Educational standards are raised so that by 
the end of the century practically all of the 
relevant age group is enrolled in elementary 
schools. In secondary and higher education 
over 80 per cent of the relevant age group is 
enrolled in the cities and over 20 per cent in 
the rural areas. These are large increases in 
enrollment; but it is basically the consumption 
changes which determine the over-all require-
ments and changes in the economic system. 

Some of the other more general assumptions 
which underlie the functioning of the model 
are as follows. With respect to the population, 
the increase is at an annual rate of 2.9 per cent 
when the model begins and declines only slowly 
to 2.7 per cent during the last decade of the 
century. As r̂eady noted, half the population 
is rural at the end of the 1960s and a fairly 
moderate but steady migration to the urban 
areas is assumed, reducing this proportion to 
about one third by the end of the century. 
In absolute terms however the rural population 
continues to increase throughout the period at 
rates of somewhat more than 1 per cent per 
annum. 

With respect to production, each of the 
major economic sectors is divided into two 
parts—relatively modem type production and 
more traditional type production—and incomes, 
productivity levels, capital requirements, etc. 
are different in the two areas. A basic assump-

tion linked to the type of growth projected is 
that the relative im.i»rtance of modem type 
production will steadily rise: at the beginning 
of the model modern type production accounts 
for about 55 per cent of the total and this 
proportion rises to about 70 per cent at the 
end of the century. The shift is only relative 
however and there are substantial increases in 
more traditional type production in all sectors, 
including agriculture, tíiroughout the period. 

These are only a few of the more general 
assumptions used. There are many other more 
specific assumptions, the most important of 
which can be more usefully noted in the follow-
ing sections dealing with the major results and 
requirements shown by the basic projection 
of the model. 

1. Growth 

The most general result is the increase in the 
gross product required to meet the goals set, 
primarily, as noted above, the rising consump-
tion levels: these goals require that the gross 
product increase at an average rate of 7 per 
cent per annum during the last three decades 
of this century. Growth rates of this magnitude 
are difficult to achieve, especially for prolonged 
periods. Over the 20 year period 1950-70, for 
example, no country in the region was able 
to achieve an average growth rate of 7 per cent, 
although several countries did register rates of 
7 per cent or higher for one of those two 
decades. 

The first general conclusion which is specified 
by the use of a numerical model is therefore 
that a high growth rate is required to fulfil 
what at first ̂ ance seem rather modest goals: 
per capita consumption levels which rise at 
2.5 per cent per annum within each of the two 
major population groups, and at a 3.4 per cent 
rate within the minority high income group. 

Of the two principal factors which require 
the total growth rate to be so much higher than 
these per capita figures, the most important 
is the rapid increase in the population. In 
addition however there are important move-
ments from lower to higher income groups, 
and it is assumed the new entrants are in-
corporated at the prevailing consumption levels. 
The largest of these movements is the rural-
urban migration, even 'though, as noted above, 
this has been projected at a fairly moderate 
rate. A more rapid rate of migration would 
require a higher growth rate to achieve the 
given per capita consumption goals. 

42 



In this situation it shoiild be noted that any 
reduction in the total growth rate requires a 
disprofrartionate reduction in the rates of in-
crease in per capita consumption. For example, 
a 5 per cent rate of growth (only slightly below 
the regional average of the past two decades) 
would be consistent with a per capita con-
sumption increase of less than 1 per cent per 
annum, on the average, within each of the 
three major population groups. Similarly, in-
creases in the total growth rate above the 
7 per cent level would make possible more 
than proportionate increases in the per capita 
consumption figures. This aspect is of consider-
able importance and is discussed further in a 
following section.̂  

Within the total gross product different ele-
ments grow at different rates, of which two 
may be mentioned here. First, in all sectors 
mĉ ern type production grows more rapidly 
—on the average at rates somewhat higher 
than 8 per cent. This follows from the assump-
tion that modern type production accounts for 
a rising proportion of the whole. But there is 
substantial growth in traditional type produc-
tion as well. Even in traditional agriculture 
production must increase at a rate of about 
2 per cent per annum,, despite the fact that 
it is a declining proportion of agricultural 
production and the agriculturial sector itself is 
a declining proportion of the gross product. 
Traditional type production increases much 
more rapidly in the industrial and services 
sectors. 

The other element which should be men-
tioned here is investment. Investment is initially 
about 17 per cent of the gross product and 
this proportion rises to 23 per cent at the end 
of the century—even though there is no in-
crease in the growth rate. That is, the invest-
ment of 17 per cent of the gross product is 
sufficient to produce a production increase of 
7 per cent at the end of the 1960s, but 23 per 
cent is required in the year 2000 to produce 
the same percentage increase. This is despite 
fairly optimistic assumptions about capital 
requirements: within the modem and tradi-
tional areas, respectively, of each sector the 
amount of investment required per unit of 
output is assumed to remain unchanged. That 
is, it is assumed that the investment required 
in the year 2000 for a then modem plant 
capable of producing 1000 units of output will 
be the same as the investment now required 

1 See page 55, section (c). 

for a modern plant producing that volume of 
output. It is sometimes expected that invest-
ment requirements will increase because tech-
nological advance wiU involve the use of ever 
more capital (per unit of output). This however 
need not occur and a different assumption has 
been used in the model. If investment require-
ments should increase then the investment coef-
ficient would of course rise even more. 

The share of the gross product required 
for investment does nevertheless rise, and with 
no corresponding rise in the rate of growth. 
This is essentially the result of the growing 
importance of modem type production. For 
while capital requirements do not increase 
within the modem area, capital requirements 
are substantially higher for modem type than 
for traditional type production. Thus a relative 
shift of production from the traditional to the 
modern area within a sector requires more 
investment, and .the investment coefficient as 
noted rises throughout the period; growth dom-
inated by the increase of modern type pro-
duction involves increasing investment require-
ments. The corollary to this is a decline in 
labour requirements (per unit of output), an 
aspect discussed further in a later section. 

2. Employment 
It is at once clear from the basic projection 

that the major economic problem involved in 
this type of development is the provision of 
adequate levels of productive employment, with 
its closely linked issue of income distribution. 
Although there is a steady improvement in 
the employment situation during the 30-year 
period, the change is not of sufficient magnitude 
to transform the basic employment structure. 
Despite the high projected growth rate, the 
problem of unemployment and/or underem-
ployment remains nearly as serious at the end 
of the century as it was in 1970. 

What happens to employment depends on 
two central assumptions in the model—the rate 
of increase in production and the rate of in-
crease in productivity—and as these assump-
tions are different for different areas of the 
economy it is necessary to discuss 'them sepa-
rately. As wiU be seen both assumptions are 
fairly optimistic from the present point of view 
so that it is not likely that the magnitude of 
the employment problem is exaggerated by the 
assumptions used. 

The more modem areas of the economy are 
those where productivity Jevels, and hence 
incomes, are the highest and it is employment 
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in these areas which is of primary interest. 
The objective of a development style oriented 
towards the expansion of modem 'type pro-
duction is to incorporate the entire economy 
into these areas, and so the extent to which 
they succeed in incorporating the labour force 
is an important criterion in judging this type 
of development. 

As already noted it is lassumed that the 
relative importance of modem type production 
rises gradually in each sector and as a result 
modern type production as a whole increases 
at a rate in excess of 8 per cent per annum 
(industry at a higher and services and agricul-
ture at lower rates). The rates of productivity 
increase assumed are quite moderate in view 
of this rapid expansion of production and the 
substantial volume of new plant and equipment 
it presupposes. The fastest increase is assumed 
in agriculture where there is most scope for 
modernization and increasing efficiency: pro-
ductivity is assumed to rise at 4.6 per cent per 
annum in the modem agricultural area. In 
industry the increase in productivity is pro-
jected at slightly less than 4 per cent per annum 
in the more modem area and at 3.4 per cent in 
the traditional area.̂  In the more modem part 
of the services sector productivity is assumed 
to increase at the rate of 3.4 per cent per 
annum. Taking into account on the one hand 
the large gap between initial productivity levels, 
even in the modern areas, and those already 
achieved in the industrialized countries,® and 
on the other hand the continuing technologica] 
advance, productivity could easily increase 
more rapidly than has been assumed. 

Despite these rather favourable assumptions, 
the more productive areas of the economy do 
not rapidly absorb the available labour supply. 
Initially the industrial sector, including both 
the modern and traditional areas, plus the 
modern areas of the agricultural and services 
sectors account for about 37 per cent of the 

2 The traditional part of the industrial sector is 
considered here as productivity levels are imich higher 
than those of traditional type activities in other sectors 
and are similar to those of the modern agricultural 
area. Since the aim is to determine the amount of 
employment in areas with fairly high productivity 
levels, traditional type industry is included here along 
with modern activities in the diiferent sectors. 

3 What is referred to as the more modern area is a 
broad concept and includes much more than enter-
prises using only the latest technology. For this more 
modern area as a whole the initial level of produc-
tivity is only about one third the 1970 economy-wide 
average for industrialized countries such as France or 
West Germany. The potential scope for modernization 
and increases in productivity is therefore very great. 

labour force. Employment increases fairly rap-
idly—at about 4 per cent per annum in the 
modem areas as a whole and at about 2 per 
cent in traditional type industry— b̂ut with the 
labour force itself expanding rapidly this is not 
enough to basically change the employment 
stmcture. At the end of the century the more 
productive areas might absorb up to 45 per 
cent of the labour force; the figure varies 
slightly depending upon the sectoral structure 
of the economy projected for ithe year 2000. 
A further 10 per cent are government em-
ployees. But after 30 years of rapid growth 
about 45 per cent of the labour force is still 
either unemployed or occupied in traditional 
type agriculture or services, at low productivity 
levels. 

The extent to which employment increases 
in the traditional type agriculture and services 
areas again depends on the assumptions made 
regarding productivity, but here die situation 
in fundamentally different from that in the 
more modem areas. In the latter it is assumed 
that the basic orientation is towards the use 
of modem techniques, so that existing tech-
nology and rates of technological advance in 
the industrialized countries are a major consid-
eration. But in the traditional areas produc-
tivity levels are far below those even in the 
more modem areas within the country, so that 
other orientations and determinants must be 
assumed. It could of course be assumed that 
rapid increases in productivity occur to bring 
the level up to or close to tiiat of the more 
modem areas. The result would be to generate 
very large volumes of open unemployment. A 
more realistic assumption is that the tradi-
tional agricultural iand services areas absorb 
those who are tmable to obtain employment in 
the more modem areas, and that productivity 
trends depend basically on how many have to 
be so absorbed. This is the assumption used in 
the basic projection. 

At the beginning of the period about 53 per 
cent of the labour force is either unemployed 
or engaged m traditional agriculture or serv-
ices, and this proportion declines to perhaps 
45 per cent at the end of the century. But in 
absolute terms the size of this under-privileged 
group rises steadñy, doubling in tiie course of 
30 years. The rate of productivity increase in 
the traditional type agricultural and services 
areas has been set so that, given the increase 
in production, the bulk of this increase is 
absorbed and there is no sharp rise in open 
unemployment. Productivity in these areas has 
therefore been assumed to increase at about 
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2 cent per annum (somewhat higher in 
agriculture and lower in services). While sharp 
increases m open unemployment are avoided 
this means that the gap between productivity 
levels, and hence earned incomes, in these 
areas on the one hand and in the more mod-
em areas on the other is steadily increasing. 
By the end of the century productivity levels 
in traditional type agriculture and services are 
only around one quarter of the national aver-
age, and are of course an even smaller frac-
tion of the levels in the modern areas alone. 

The implications of this situation for the dis-
tribution of income are dealt with somewhat 
more fully in the following section. Here the 
important point to stress is only that, with 
raüier favourable assumptions, the basic projec-
tion shows no fundamental improvements in the 
employment problem: after 30 years of rapid 
growth about 45 per cent of the labour force 
is still engaged in activities with very low pro-
ductivity levels, or is unemployed. 

It should be recalled that the model dis-
tinguishes only two levels of technology: a 
more modem area and a more traditional area. 
In reality of course there is a more or less 
continuous range from the most modem instal-
lations down to subsistence level activities, and 
any division must be to a degree arbitrary. 
Thus, just as the more modem area includes 
much more than only those enterprises using 
the latest techniques (as was noted above its 
average productivity is far below the level of 
the more advanced industrial countries), so the 
traditional area includes more than just sub-
sistence level activities. 

It is of considerable interest to investigate 
further the implications of defining more nar-
rowly both ends of the technological scale— 
the modem and the subsistence type activities 
—and a revision of the model now under way 
wiU specify three technological levels, and this 
will be an important aspect of future work. 
Meanwhile it is possible to estimate the ap-
proximate magnitude of ithis problem by re-
deiSning the two technological levels now used: 
the hi^er to include both modem and inter-
mediate type techniques, and the lower, only 
in the agricultural and services sectors, re-
stricted to subsistence and near subsistence 
type activities. 

At the beginning of the model about 40 per 
cent of the labour force is estimated to be 
either unemployed or engaged in subsistence 
type agriculture or services, and after 30 years 
of rapid growth about one third of the labour 

force is still in one or the other of these cate-
gories. Further, the productivity level of this 
more restricted group is only 10-15 per cent 
of the national average at the end of the cen-
tury. Although the relative importance of the 
group declines somewhat there is again no 
fimdamental change in the basic situation: in 
absolute terms this segment of the population 
increases steadily at around 2 per cent per 
annum and nearly doubles in size over the 30 
year period. There is, however, a major shift 
in composition. At the beginning of the period 
the great bulk of this group is in the agricul-
tural sector, but even with the relatively mod-
erate migration assumed most of it would be 
urban, engaged in subsistence type service ac-
tivities, by the end of the century. These figures 
can be regarded as only very approximate, but 
they do indicate a probable order of magnitude 
for what may be the major social problem 
faced by a growth centred on the expansion 
of modern type production. It is hoped to be 
able to illuminate this area more fully in the 
course of future work. 

3. The distribution of income 
The insight into the distribution of income 

which can be obtained from the model follow 
directly from the employment structure and 
its evolution, discussed in the preceding sec-
tion. As noted, there is a large segment of the 
population occupied in activities wdth very low 
productivity levels, and this is one of the basic 
problems involved in bringing about a better 
distribution of primary income—that is, in-
come received from participation in the pro-
duction process. 

It is useful to specify three broad groups to 
illustrate the type of income distribution which 
prevails. At the lowest level there is a very 
large group, at the beginning of the period 
rather more than half of aU income recipients, 
and whose incomes are limited by the low pro-
ductivity of their occupations. The bulk of this 
group is in agriculture, mostly non-skilled or 
own-account workers in traditional type agri-
culture, but also a large segment of non-skilled 
workers in the more modem area of agricul-
txrre. Incomes of those in traditional agricul-
ture are limited by low productivity, while 
non-skilled wages in more modem agriculture 
do not rise greatly above this level because of 
the close exposure to the pressures of the 
traditional area. Finally, about one fifth of this 
low income group it made up of non-skilled 
or own-account workers engaged in traditional 
type services in the cities, and inccMnes of this 
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segment too axe limited by the low productivity 
of these activities—although incomes here are 
estimated to be higher th^ those of the low 
income agriculture workers. 

The second, the broad middle group com-
prising somewhat more than one third of all 
income recipients, is urban, composed of non-
skilled and semi-skDled workers, small-scale 
airtisans and the like, in both the modem and 
traditional areas of industry and in the more 
modern area of the services sector. Here in-
comes are considerably higher than in the low 
income group: productivity levels are much 
higher and it is often the case that even wage 
incomes are protected to some extent from 
the pressures of excess labour in the low pro-
ductivity areas. 

Finally, there is the high income group, 
composed of. the more highly skilled wage-
earners, professionals, entrepreneurs, etc. in 
all sectors. These account for about 10 per 
cent of all income recipients at the beginning of 
the projection. 

The initial distribution of income among 
these groups is highly unequal. With the aver-
age income of the low income group = 1, the 
relative average incomes are approximately as 
follows: 

High income group 16 
Middle group 3 
Low income group 1 

In terms of sh£u:es, the top group (10 per cent 
of the total) receives about hálf of total in-
come, the middle group about one third, and 
the low income group only about 15 per cent. 

What occurs during the 30 years of the 
basic projection depends on the assumptions 
made regarding rates of productivity increase 
and on what happens to relative shares, but 
with reasonable assumptions the situation is 
similar to that already analysed with respect 
to the problem of employment: there is some 
improvement, but the basic imbalance remains. 
By the end of the century there has been some 
upward shift in the relative composition of 
the labour force: the low income group de-
clines to less than half of the total, áe middle 
group is marginally larger, and the bi^ income 
group is considerably larger, accounting for 
about one sixth of all income recipients. This 
upward shift of course reflects the growing 
importance of the more modern areas and the 
increased use of more highly qualified labour. 
Relative average incomes, again with the aver-
age income of the low. income group = 1 
would be approximately as follows: 

High income group 13 
Middle group 3 
Low income group 1 

Despite the improvement, relative incomes re-
main highly imequal and close to half the 
labour force remains in the bottom group at 
a very low level. 

An important aspect to stress is that pri-
mary incomes of the low income group are 
determined almost entirely by the productivity 
levels of the traditional type areas of agri-
culture and services. Many of these are own-
account workers and their income is a com-
bination of both wage and "profit" income; 
and for the group as a whole incomes include 
the great bulk of the available value added. 
The amounts which accrue as profits to mem-
bers of other income groups, or represent tax 
payments (all incomes are calculated net of 
taxes in the model) are a smaü proportion of 
the total in these areas. There is therefore 
little scope for mcomes to rise by assuming an 
increase in the share of the total available; 
incomes of this low income group rise only 
to the extent that productivity increases. 

As explained in the preceding section, pro-
ductivity rises relatively slowly in these areas 
and the increase in incomes is thus limited. In 
absolute terms the average income nesirly 
triples over the 30-year period, and at the end 
of the century reaches the original 1970 level 
of the middle group; in relative terms the posi-
tion vis-a-vis the middle group remains un-
changed. From a narrower point of view the 
situation is less favourable. During the 30 
years of the projection there is an important 
shift in the composition of the low income 
group: the relative importance of agricultural 
workers declines whUe those engaged in tradi-
tional type services increases substantially. As 
the average income in ¡traditional type services 
is higher than in traditional agriculture, this 
shift alone causes the over-all average income 
to rise and this accounts for a major part of 
the tripling of that average during the 30 years 
of the projection. The average income in tra-
ditional type services alone increases only by 
about two thirds over the period, and so in 
relative terms the gap between this group and 
the middle group (both urban) widens con-
siderably. 

While incomes of the low income group 
depend almost entirely on jwoductivity levels, 
incomes of the middle and high income groups 
depend also, and to a major extent, on how 
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the total is distributed. These latter two groups 
are for the most part urban, and the value 
added in the urban sectors is divided between 
them. The middle group is non-skilled while 
the top group represents skilled wage-earners, 
professionals, entrepreneurs, etc. and is as-
sumed to receive distributed profits of enter-
prises. The distribution between these two 
groups therefore depends on the relative share 
of profits versus salary income, and also on the 
relation between skilled and non-skilled sal-
aries. 

The basic projection assumes that salaries 
and profits each remain a constant percentage 
of the value added in each area, and that the 
relation between skilled and non-skilled sal-
aries does not change. The result is that the 
average income of the top group is a some-
what smaller multiple of the others at the end 
of the century. The reason for this is only that 
profits accrue to the high income group as a 
whole, and as this group increases considerably 
in size— f̂rom 10 per cent to 16 per cent of 
the total—the proportion of profits available 
per capita declines, and so the relative average 
income of the group declines also. Nothing is 
said about the distribution within this top 16 per 
cent, which could be itself very unequal and 
thus maintain the original degree of inequality. 

Other assumptions could of course be made 
about the trend of relative shares between prof-
its and salary iooome, but to be realistic these 
would more likely worsen further rather than 
improve the distribution. With the assumption 
used of constant shares, non-skilled wages in 
the higher productivity areas rise at a rate of 
about 3.5 per cent per annum. This is a fairly 
rapid increase in the face of the fact that 
throughout the period around half of the 
labour force continues in traditional type ac-
tivities, at much lower income levels, and must 
be presumed to exert some pressure on wage 
rates of non-skilled workers in other areas. 
Should this pressure be effective wage rates of 
incorporated non-skilled workers would in-
crease more slowly, their share of the total 
would decline in favour of a corresponding 
increase m profits, and there would be a shift 
of income from the middle to the high income 
group. Only if the pressure from the large low 
income group is effectively sealed off would 
it seem reasonable to assume that wages of the 
middle group might rise faster than 3.5 per 
cent per annum, thus reducing the profit share 
and shifting income away from the high in-
come group. 

But a major point to keep in mind is that 
this possibility of a changing profit share can 
in any case only affect the distribution between 
the top and middle groups. Those in the large 
low income group can only improve their posi-
tion via a substantial increase in productivity 
levels, or by the elimination of the tradition^ 
type activities and their incorporation in a 
more productive area. 

4. External sector 
In the purely quantitative terms of the 

model the external sector is the major botüe-
neck to a rapid growth centred around the 
expansion of modern type production. The 
pressure for imports generated by the continu-
ing introduction of new type products and 
processes is likely to be great, and to require 
a rapid and steady increase in foreign ex-
change earnings if it is to be met. 

Here too the results depend upon the as-
sumptions used, but it is dear that rather 
rigid requirements must be met if a balance 
is to be maintained. The central necessity is to 
keep the trade balance in approximate equi-
librium. If this can be done the over-all bal-
ance is not likely to be a serious problem, but 
if the trade balance turns negative there is a 
cumulative impact and the over-all balance of 
payments progressively deteriorates. 

The diíHcuIties involved in maintaining the 
trade balance during a period of rapid growth 
are illustrated by the basic projection, where 
the principal assumptions are: (1) exports in-
crease at the same rate as the gross product, 
(2) there is no increase in the individual im-
port coefficients, and (3) the terms of trade 
remain constant. Any one of these assump-
tions could prove optimistic, and a less favour-
able assumption would lead to a rapid deter-
ioration of the balance of payments. 

First, the projected rate of increase in ex-
ports of 7 per cent per annum is veî  high: 
it means that the volume of exports is multi-
. plied by nearly 8 times over the 30 years of 
the projection. Even for shorter periods of time 
rates of increase of this magnitude are not 
common. For example, the average rate for 
the region as a whole for the 10-year period 
1960-1970 was 4.7 per cent per annum, and 
while a number of the small countries did 
achieve a rate of 7 per cent or better none of 
the large or medium-sized countries was able 
to expand the volume of exports at that rate. 
A further factor to be taken mto account is 
that the bulk of exports in 1970 is provided 
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by traditional primary products and these can-
not be expected to increase at such a rapid 
rate except in exceptional circumstances. New 
exports, especially industrial products, must 
therefore expand at considerably higher rates 
and in their turn come to comprise the major 
part of total exports by the end of the cen-
tury. 

The import coefficients—those applied to 
spending on consumption, raw materials and 
intexmê ate products, and capital goods—are 
held constant at reasonably low levels. When 
the projection begins, import of finished con-
sumer goods are only slightly over 1 per cent 
of total personal consumption, intermediate 
imports are about 7 per cent of total inputs, 
and capital goods imports are less than 15 per 
cent of total investment spending. 

Even with the individual import coefficients 
held constant there is a gradual increase in the 
relative importance of imports because of the 
changing structure of the economy. There is a 
general increase in the relative importance of 
imports because of the rising weight of the 
industrial sector— învestment coefficients are 
higher in industry and imports are a some-
what larger proportion of intermediate inputs. 
The general increase in the relative importance 
of modem type production also requires 
greater imports of capital goods—total invest-
ment requirements are higher in modem than 
in traditional type activities, and imports are 
a larger proportion of the total. Finally, it is 
primarily the high income group which spends 
on imported consumer goods and as the size 
of this group increases, along with its share 
of total income, this too resists in some rise 
in imports. The total result of these shifts in 
the structure of the economy is that imports 
rise from not quite 9 per cent of the gross 
product in 1970 to 10.5 per cent at the end 
of the 30-year period, even with the individual 
import coefficients held constant. This means 
that in the basic projection there is a moderate 
but steady deterioration in the trade balance: 
when the niodel begins there is a small surplus 
of export income over import costs, but by 
the end of the century import costs are more 
than 10 per cent higher than export earnings. 

This trade balance is the basic determinant 
of the over-all balance-of-payments situation. 
There is already an important external debt, 
with its consequent interest and amortization 
costs, at the beginning of the period and as 
the trade balance turns negative, and is fi-
nanced by further borrowing, this grows 

steadily. Leaving aside other capital flows for 
the moment, this process, if uninterrupted, 
means that these interest and amortization 
costs, even with very favourable assumptions 
regarding interest rates and repayment condi-
tions, themselves come to represent nearly 10 
per cent of export earnings by the end of the 
century. That is, the total deficit directly attri-
butable to the growing trade gap is somewhat 
more than 20 per cent of total export earn-
ings. 

An imbalance of this magnitude is of course 
not likely to be sustainable for a prolonged 
period, and would have to be corrected by 
one or a combination of (1) exports increasing 
at an even more rapid rate, (2) a reduction of 
one or more of the import coefficients, or 
(3) an improvement in the terms of trade. Fail-
ing this the only alternative would be to reduce 
the high growth rate and thus import require-
ments. It needs to be kept in mind in this 
respect that the assumptions used are fairly 
moderate and that if, for example, there should 
be a deterioration in the terms of trade the 
imbalance would be even greater than that 
indicated. 

Assumptions about private capital inflows in 
the form of direct investment do not basically 
alter the situation. Projecting a rapid increase 
in the importance of foreign investment—its 
share of total capita] rising by half—does re-
sult in a substantial capital inflow. But about 
half this net inflow, again with fairly favour-
able assumptions, is offset by the remittances 
of profits a¡nd the difference is not enough to 
offset the trade imbalance. Further, this is the 
case with a projection of steadily rising capital 
inflows. If for any reason the inflow is in-
terrupted—a not unusual situation in the real 
world—while the charge of remittances of 
profits remains, this becomes a further aggra-
vating factor in the overall balance. 

5. Government 
The basic projection indicates that the 

financing of the public sector may not be a 
major problem in this type of development: 
botíi the high growth rate and the concentra-
tion on modem tj^e production contribute to 
a ra^d increase in government receipts and 
permit a substantial expansion of government 
expenditures without undue financial strain. 

The principal assimiption on the receipts 
side is that within each area of economic ac-
tivity an unchanging proportion of the value 
added accraes to the Government in some form 
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of tax payment (no distinction is presently 
made between different types of taxes). As the 
gross product increases rapidly, so does gov-
ernment revenue. Further, as government re-
ceipts from the more modern area are greater 
in relative terms than those from more tradi-
tional type activities, the rising share of mod-
em production adds to the government revenue 
total. Over the 30-year period government re-
ceipts rise from about 17 per cent to about 
18.5 per cent of the gross product as a result 
of the changing structure of the economy— 
with no increase in tax rates in any individual 
area. 

Current expenditures are projected at a 
fairly rapid rate of increase— în particular it 
will be recalled that there is a very large ex-
pansion of educational services—but there is 
no difficulty in financing these expenditures. 
There is a steady and even shghily rising sur-
plus on current account throughout the period 
amounting to around 25 per cent of total re-
ceipts. This is an important point to note from 
the projection. There are major elements of 

current public spending which do not neces-
sarily increase in line with the increase in the 
gross product, so that the rate of growth of 
the economy, via its impact on revenues, will 
be a central factor in determining the govern-
ment financial position: slow growth rates will 
mean lagging revenues and reciu-rent financial 
crises, while a high rate of growth could itself 
largely resolve these difficulties. 

Capital spending, particularly on infrastruc-
ture, is projected to rise very rapidly, the total 
at the end of the 30-year period being more 
than 11 times the initial level. Capital spending 
by the public sector is a rising proportion of 
total investment spending and, as has been 
noted in an earlier section, investment spending 
itself is a rising proportion of the gross pro-
duct. Despite this large increase in projected 
investment spending the over-all government 
budget does not become seriously unbalanced. 
There is a small total deficit in 1970, and this 
increases gradually throughout the period of 
the projection, but after 30 years it is still less 
than 10 per cent of current receipts. 

in. THE PROJECTED RATES OF INCREASE AND APPRECIATION 
OF THE MAGNITUDES INVOLVED 

One of the most important aspects of the 
basic projection, and at the same time one 
which is easily overlooked in describing the 
general results, is the size of the rates of in-
crease assumed and the magnitude of the 
changes which would occur over the 30-year 
period. It is simple enough, for example, to 
talk of 7 per cent per annum economic growth 
rates, but it is more difficult to convey an 
appreciation of the enormous changes implied 
by such rates. And it is essential that these 
magnitudes be dearly understood—they are of 
the essence of the process of socio-economic-
political change involved in a process of rapid 
economic growth. 

It is first useful to emphasize that the rates 
of increase mentioned in the preceding sec-
tions are average rates which must be main-
tained throughout the entire 30-year period; 
and that even a temporary period of slower 
increase seriously affects the end results. Two 
examples will serve to illustrate this point. 
Suppose the gross product does increase for 
most of the -period at 7 per cent but that during 
the 5 years 1975-1980 difficulties are en-
countered and the rate of growth slows tem-
porarily to 5 per cent, still a respectable rate 

by historic standards. The result would be that 
from 1980 on the values of many variables 
would be nearly 10 per cent less than those 
shown in the basic projection: in the year 
2000 the gross product, per capita incomes, 
government receipts, etc. would be nearly 10 
per cent less than the values recorded. Further, 
the decline would in several instances have a 
much greater impact through falling in its en-
tirety on an important balance. For example, 
the 10 per cent decline in government receipts 
changes a small deficit into a large one and 
means a major deterioration in the government 
financial position. Probably the most serious 
impact of this sort is in the area of employ-
ment, where the reduction in total employment 
means that much of the already limited im-
provement in the employment situation would 
be lost: employment in the more productive 
areas of the economy would rise only to around 
40 per cent of the labour force at the end of 
the century (from an initial level of 37 per 
cent). 

As a second example, suppose a similar 
lapse in the rate of growth of exports: for the 
5-year period 1975-1980 temporary difficulties 
arise and exports increase at 5 per cent, still 
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a relatively high level. This again illustrates 
the impact of a decline falling upon an im-
portant balance. Whereas in the basic projec-
tion import costs are rather more than 10 per 
cent higher than export income at the end of 
the century, here they would be more than 20 
per cent higher than export earnings. And 
since this large increase in the trade deficit 
begins in the late 1970s, larger borrowing 
would be required from that point to finance 
the deficit. Taking this into account, and 
adding the increased interest and amortization 
costs impUed, the total deficit on this score 
would amount to close to half of total export 
income by the end of the century. This is a 
much more serious situation than the corre-
spondmg deficit of somewhat more than 20 
per cent of export earnings calculated in the 
basic projection. 

It is therefore important to emphasize that 
the rates of increase noted in the discussion of 
the basic projection are average rates and that 
even a temporary decline from these levels can 
seriously affect the end results. 

But it is even more important to appreciate 
the magnitude of the changes implied by the 
rates of increase projected for the principal 
variables. Take first the population. At rates 
of increase which begin at 2.9 per cent per 
annum and decline slowly to 2.7 per cent after 
1990, the total population is multiplied by 
nearly 2.3 times over a 30-year period. Where 
in 1970 there was one person there will be 
nearly ZVa by the end of the century. Even 
with low death rates the population then will 
be largely "new": those already bom in 1970 
will comprise only about 30 per cent of the 
end of the century population, about 70 per 
cent of that population being stUi unborn in 
1970. The changes in the urban area are 
greater. Even vñth rather moderate assump-
tions about migration the urban population is 
multiplied 3.7 times over the 30-year period, 
and of the end of the century urban populace 
only 1 in 5 was a city dweller in 1970—the 
remaining 4 were either unborn or will have 
migrated from the rural areas. 

The changes in the economic aggregates are 
very much greater. The gross product indicates 
the total size of the economy and a 7 per cent 
rate of increase means that after 30 years the 
economy is more than 7Vi times as large 
as it was at the beginning of the projection. 
This would mean, for example, that if the 
projection were applied to Brazil or to Mexico 
either economy would around the end of the 

centtiry reach a size approximately double the 
1970 gross product of all the countries of 
Latin America combined. 

But it is the increase in relation to the 
starting point in the country itself that is most 
significant. The economy of the year 2000 
represented in the basic projection is an almost 
entirely new construction. Most of the plant 
and equipment which existed in 1970 will have 
been replaced by the end of the century and 
will therefore be new, but the economy would 
be "new" in a more fundamental sense: over 
85 per cent of the production would represent 
expansion, production which did not exist and 
had no counterpart in 1970. The 1970 econ-
omy is only a small fraction of the economy 
of the year 2000 and would represent only a 
minor enclave within the new structure which 
would arise by the latter date. 

Similar comments would apply to several of 
the other major economic variables. Personal 
consumption and exports, for example, in-
crease at rates similar to that of the gross 
product and so the magnitudes of the changes 
involved are the same. But there are two 
central areas where the growth is even more 
rapid and the magnitudes thus even larger: 
industrial production and investment. The 
volume of industrial production at the end of 
the 30-year projection is nearly 9 tímes as 
large as at the be^ning, while the volume of 
investment is multiplied by more than 9 times. 
The proportion of end of the century industrial 
production and investment which would be 
"new", that is which had no counterpart in 
1970, would therefore approach 90 per cent. 
The magnitude of the increase in investment 
can perhaps be better appreciated by relating 
it to the stock of capital in existence at the 
beginning of the projection: with the level of 
investment reached at the end of the century 
it would require only about a year and a half 
to invest an amoimt equal to the entire capital 
stock of the country in 1970. That is, the 
equivalent of the entire 1970 economy could 
be recreated in only about a year and a half. 
This again illustrates the relative insignificance 
the existing economic structure would have 
within the economy projected for the year 
2000. 

There are numerous aspects of this situation 
which could with great value be investigated, 
but only two genei^ points can be mentioned 
here. First, the enormous changes which would 
occur over a period of 30 years cannot be too 
strongly emphasized. Thirty years is a brief 
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period of time in cultural-historical terms, and 
profound changes in living patterns, soci^ re-
lations, etc. are hnplied in the impersonal num-
bers of the basic projection. Unless much more 
thought is given to what these changes are likely 
to be and how they might be effected as smooth-
ly as possible, they could easily give rise to 
severe individual, social and political difficulties. 
Rapid economic growth is sometimes regarded 
as the solvent for dissolving many it not all 
problems, but while it can indeed contribute 
to the solution of many difficulties, the very 
achievement of rapid growth will itself require 
major adjustments in the structure of society. 
If these are not foreseen and measures taken 
to effect them as smoothly as possible, rapid 
economic growth could turn out to create prob-
lems as serious as those it resolves. 

The second general point which needs to 
be emphasized is the extent to which the econ-
omy at the end of the century depends on what 
happens during the course of the projection, 
and how small within the total is the economy 
which existed in 1970. A major consideration 
which follows from this is that if rapid growth 
is envisioned, longer-term planning must con-
cern itself essentially with those population 
groups and those production facilities and in-
comes still to be created; the existing structure, 
despite the importance it must appear to have 
at the moment, loses its dominance surprisingly 
soon within a rapidly expanding total. 

It is of course necessary to be able to con-
trol the growth process to the extent desired, 
and achieving this control may require major 
changes in existing structures. But once the de-
sired control is achieved almost exclusive at-
tention can be given to the process of expan-
sion as it is the course of this expansion which 
will determine the structure which will exist 
in the coming years. Take, for example, the 
controversial issue of the importance of the 
public sector in the area of industrial produc-
tion. Once the growth process is controlled 
this share can be adjusted almost at will even 
without interference with existing production 
facilities— îndustrial production more than 
doubles every 10 years, giving wide scope for 
changing the proportions of public and pri-
vate control. 

Changes of many kinds can probably be 
brought about with considerably less conflict 
via controlling the process of expansion than 

if the changes have to be made by altering al-
ready existing relationships, and this is an im-
portant advantage which the achievement of 
rapid growth offers. The reverse side of the 
coin is also important: no matter how existing 
relationships are changed the effect can be easi-
ly negated if the growth process cannot be 
controlled. 

Only the enormous changes which occur 
over the entire 30-year period have been 
stressed above. It is this longer-term aspect 
which is most commonly overlooked, and as 
even 30 years is a brief period in socio-his-
torical terms it is of great importance that 
measures be considered to make the transition 
as smooth as possible. But most political and 
planning horizons are not nearly so long, and 
so it also needs to be stressed that very sub-
stantial changes are involved over shorter time 
intervals as well. 

In only five years time, with the growth pro-
jected in the basic experiment, the urban pop-
ulation expands by more than one fifth, with 
the implications this has for various types of 
infrastructure requirements; the gross product 
increases 40 per cent; industrial production 
and the volume of fixed investment are 45 per 
cent higher; imports rise by nearly 45 per cent 
with consequent requirements for exchange 
availabilities; and the government budget is 
operating well over 40 per cent above its initial 
level. 

Over a period of 15 years aU of these 
changes would of course be much greater. The 
urban population would expand by neariy three 
quarters; the gross product would be more than 
2M times as large; industrial production, 
the volume of fixed investment and the level 
of imports wo'uld each approximately triple; 
and the government budget would be only 
slightly less than triple its initial level. 

The high rates of growth projected result 
in very rapid changes in all areas. As these 
rates are cumulative the resultant changes are 
enormous over longer periods of time and so 
illustrate more strikingly the point being made. 
But it must be kept in mind that these high 
rates operate continuously, and once a growth 
process of this magnitude is set in motion very 
substantial changes occur, and need to be pre-
pared for, within surprisingly short periods of 
time. 
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IV. THE PROBLEM OF EMPLOYMENT 

The issue which clearly stands out as the 
major unresolved problem in the basic projec-
tion is the limited capacity for employment in 
the more productive areas, and the closely 
linked implications for ithe distribution of in-
come. This is therefore the first issue which 
must be analysed, in terms of possible varia-
tions in the basic projection whioh might im-
prove this situation, and the specification of 
what would be required to bring about "full 
employment" of the labour force. 

It will be recalled that the problem, as stated 
in the basic projection, is not so much open 
unemployment, but rather that a major pro-
portion of the labour force is unable to obtain 
employment in the more productive areas and 
so is employed in (traditional type agriculture 
or service activities at very low levels of produc-
tivity and income. The solution is therefore 
either to expand employment in the more pro-
ductive areas and thus shift workers out of the 
trad'itioDal areas altogether, or to increase pro-
duction and productivity levels within the tra-
ditional areas so as to reduce the disadvantage 
vis-a-vis the modem areas. The ultimate ob-
jective in either case would be a more uniform 
distribution of productivity levels, and incomes, 
throughout the economy; but the paths towards 
the objective would be very differeat, and 
would in effect imply different styles of devel-
opment. 

The different variants of the basic projection 
which have been investigated cover three gen-
eral possibilities. First, if growth is to continue 
to be of the sort postulated in the basic projec-
tion—'based primarily on the expansion of 
modern type production, with both products 
and production methods following the patterns 
established in the advanced industrial coun-
tries— t̂hen the problem can only be resolved 
via higher growth rates, thereby absorbing all 
of the labour force in the more modern areas.'* 
Secondly, the growth could be based primarMy 
on an expansion of the more modern areas, 
but with a limited increase in productivity levels 
in these areas, thus absorbing more labour with 

4 That is, it can only be resolved in this way within 
the 30-year period of the projections. Over a longer 
time period it could eventually be resolved with the 
^ o w t h rate shown in the basic projection, especially 
if the rate of population increase declined further 
and, after a 15 to 20 year lag, the less rapid growth of 
the labour force itself began to reduce the numbers 
which had to be absorbed. This aspect will be inves-
tigated further in future studies. 

the same rate of increase of production. The 
problem here too would be resolved by ab-
sorbing the entire labour force in the more 
modem areas, but the products and productioQ 
methods in these areas would progressively de-
part from the patterns prevailing in the ad-
vanced industrial countries. Thirdly, there 
could be a relatively small expansion of the 
more modem areas and the growth process 
could instead concentrate on tíie more tradi-
tional areas, the aim being to increase produc-
tion and productivity levels and thus progres-
sively reduce the disparity with the modem 
sector. Here there would be no shift of labour 
out of the traditional areas and the economy 
would eventually be integrated by raising this 
area to the level of the more modem area. 
Here too of course production patterns in the 
advanced industrial countries would not be 
closely followed. 

Both the second and third variants listed 
would imply a development style markedly dif-
ferent from that which has been almost univer-
sally followed in the region during the post-
war period of industrial growth. They are 
presented here only as logical possible alterna-
tives for the solution of the employment prob-
lem, and no general analysis of the difficulties 
which would be involved in introducing a style 
of this sort is attempted. It may be noted how-
ever that these different styles do not readily 
fall into the familiar alternatives of State-con-
trolled or private-enterprise-oriented grovŝ . 
While private-enterprise-based growth is com-
monly associated with the first variant, and 
might be more difficult to adapt to the other 
two variants listed, a socialist type economy 
must also face the employment problem, and 
has also to date been primarily associated with 
the first of the variants listed. 

In the following, each of the three possibil-
ities is discussed in more detail and what would 
have to occur if the employment problem is 
to be resolved by the end of the century is 
specified. 

1. More rapid growth of the more modern 
areas 

If there is to be a continued concentration 
on the expansion of modem type production, 
the employment problem can only be resolved 
by the end of the century if growth rates sub-
stantially higher even than those of the basic 
projection are achieved. 
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(a) Increased government spending 
Prior to analysing the requirements of a 

general increase in the economy, it is of some 
interest to note the possible impact of a com-
monly proposed solution: an expansion of gov-
ernment activity. An increase in general gov-
ernment spending, probably through an increase 
in social programmes, plus a public works pro-
gramme wrouM not only be useful in itself but 
would also provide considerable employment. 
An experiment was therefore undertaken to 
estimate how important additional employment 
of this sort might be within the context of the 
situation shown in 'the basic projection. It was 
assumed (1) that general government employ-
ment increased much more rapidly (about 4 p«r 
cent per annum as against an increase of 3 
per cent per annum in the basic projection) 
and (2) that spending on infrastructure invest-
ment was throughout the period about one thhd 
more than the already large figures of the basic 
projection. 

The result would be an important increase 
in productive employment: in the year 2000 
a further 3 per cent of the labour force would 
be government employees or employed in more 
modem type activities as a direct result of the 
expanded public works programme. But while 
employment for 3 per cent of the labour force 
might mean a major improvement in terms of 
reducing open unemployment, particularly 
where this is concentrated in one region of the 
country or in the urban areas, it does not funda-
mentally change the problem represented in the 
basic projection. With rather more than 45 per 
cent of the labour force either unemployed or 
engaged in traditional type agricultiural or serv-
ice activities, the 3 per cent figure represents 
only a marginal improvement. 

The eifect on the government budget is 
much more profound. Whereas there is no seri-
ous financial difiiculty in the basic projection, 
in this experiment, with no increase in tax 
rates, even the current account is in deficit by 
the end of the century and the over-all deficit 
rises to close to half of total income. To main-
tain an approximate b^ance would require that 
tax rates be increased by about one fourth from 
quite early in the period. 

The conclusion from this experiment must 
be that an expansion of government activity 
alone cannot be expected to make a major im-
pact on the employment problem presented in 
the basic experiment. Even a rather marginal 
improvement would produce a financial crisis 
and/or require a substantial increase in the 

relative importance of the public sector in the 
economy. 

(b) Higher rates of general economic growth 
The solution of the employment problem 

would tiierefore have to involve a generally 
faster rate of growth for the entire economy, 
and an experiment designed to specify the rate 
required is the next which must be analysed. 
As the objective is to absorb the entire labour 
force in the higher productivity areas, the basic 
assumption in this experiment is that in the 
agricultural and services sectors the share of the 
more modem areas in total production gradu-
ally rises to lOO per cent (that is, traditional 
type production is gradually eliminated in these 
sectors). The economy is then projected to 
expand at a rate fast enough to absorb the 
labour thus released plus aU unem,ployment by 
the end of the century. General government 
activity and infrastructure investment are pro-
jected at the higher levels of the experiment just 
described above. 

The rate of expansion required is very high: 
the gross product would have to increase at 
an average rate of approximately 9 per cent 
per annum. Production in the more modem 
areas would have to increase even faster to 
absorb the decline in traditional type activities: 
in the industrial sector at nearly 11 per cent 
per annum (despite the fact that the more 
traditional area would still account for 30 per 
cent of industrial production at the end of the 
period); in services at well over 10 per cent 
per annum; and even in the agricultural sector, 
whose share of the gross product declines by 
one third, modern type production would have 
to increase 9 per cent per annum. Much more 
investment is of course required to achieve 
these increases and the level of investment is 
always sharply higher and rises to 28 per cent 
of the gross product at the end of the 30 year 
period. 

All of the earlier comments about the im-
portance of appreciating the magnitude of the 
changes implied in the basic projection apply 
here with much greater force. T^e gross product 
is multiplied by nearly 13 times during the 30 
years of the projection (less tlian 8 times in 
the basic projection) so that the 1970 economy 
is a very small fraction of the economy to be 
created. At the end of the century the gross 
product would be some 70 per cent larger 
even than the figure reached m the basic projec-
tion. More modern type production in the in-
dustrial and service sectors would be multiplied 
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on the average somewhat more than 20 times, 
£md even in the agricultural sector by more 
than 13 times. Investment at the end of the 
century would be more than double the level 
reached in the basic projection; and the entire 
1970 stock of capital would represent only 
about 9 months' investment at that level. While 
the rate of population growth remains un-
changed, the elimination of low income agri-
cultural activities jmd the absorption of this 
group in more productive areas involves a 
much more substantial migration to the urban 
areas and at the end of the centuiy the rural 
population would have declined slightly from 
the 1970 level even in absolute terms, and 
would represent less than 20 per cent of the 
total population. The projection of growth rates 
of this magnitude would therefore involve much 
greater changes even than those already com-
mented on in the basic projection. 

The impact of the greater growth in at least 
two areas needs to be specifically noted. First, 
the higher rates of government spending pro-
jected in the preceding experiment resulted 
there in a major deterioration in the govern-
ment financial position. These higher rates are 
maintained here, but the faster growth of the 
rest of the economy would increase govern-
ment receipts (assuming no change in tax rates) 
so sharply that there would be no financial 
difBculty. Receipts rise more rapidly than cur-
rent expenditures so there is a steady increase 
in the cuirent account surplus: receipts are 
about 40 per cent greater than current ex-
penditure at the beginning of the projection 
and rise to considerably more than double such 
expenditures after 30 years. This is more than 
sufficient to finance even the large volume of 
capital expenditures and there is a substantia] 
and rising over-all surplus. 

The sharp increase in government receipts 
in part reflects simply the rapidly rising pro-
duction and income levels, but it also results 
in part from the grovvdng dominance of more 
modem type production. Government income 
is closely linked to the modern areas, and as 
the shift to this type of production occurs 
governments receipts rise even as a proportion 
of the gross product. It is useful to bear in 
mind that this link gives Governments every-
where a vested interest in the promotion of 
modern type production. 

The second impact to note—on the balance 
of payments—is by contrast unfavourable. Im-
port volumes rise rapidly, both because of the 
higher growth rate and because of the increas-

ing dominance of the more modem areas, where 
import coefiScients are higher, and at the end 
of the century total imports are double the 
level reached in the basic projection. With ex-
ports at the level of the basic projection the 
trade deficit rapidly assumes unmanageable pro-
portions, and this experiment illustrates the ex-
tent to which ithe balance-of-payments situation 
looms as an obstacle to very high growth rates. 
If it is assumed that the deficit is financed by 
borrowing, the external debt grows very rapidly 
and absurd situations are soon postulated: by 
the early 1990s all export earnings would be 
required simply to service the debt and noth-
ing would be left to meet import requirements. 
In reality of course the growth rate would have 
to be reduced in such circumstances. As the 
balance of payments is likely to be the major 
bottle-neck to the achievement of high growth 
rates this situation is analysed separately in 
more detail in a later section. 

To return to the central point of this ex-
periment, the problem of employment, it is 
worth elaborating somewhat the sense in which 
this would be resolved. The low productivity 
(and income) areas in the agricultural and 
services sectors would be eliminated, and the 
large proportion of the labour force engaged 
in these activities, or unemployed, would be 
absorbed in the more productive areas of the 
economy. But it should not be supposed that, 
even with the very high growth rates projected, 
all production is fully modern at the end of 
the century. First, 30 per cent of industrial 
production would still come from the more 
traditional area, where productivity, although 
well above the very low tevels of traditional 
type agriculture and services, is still far below 
that in the modem area. About one quarter of 
the labour force wovdd be engaged in more 
traditional type industrial production at the 
end of tíie century. Secondly, the productivity 
increases in the more modem areas have been 
projected at the same moderate rates used in 
the basic projection so that even these areas 
do not reach impressively high productivity 
levels. 

For the economy as a whole the average 
productivity at the end of the century would 
be similar to the level already reached in 1970 
ki industrial economies such as those of France 
or West Geimany; and would likely be only 
about half the level which would then prevail 
in these countries. There would still therefore 
be a great deal of scope for raising productivity 
levels by introducing modem methods. If it 
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had been assumed that Üiis had occurred— t̂hat 
the larger investment volumes in this experi-
ment had resulted in greater modernization and 
higher average productivity levels—then rates 
of growth even higher than those noted would 
be required to absorb all of the labour force 
in more productive areas by the end of the 
century. This is the qualification which must 
be placed on the resolution of the employment 
problem in this experiment: there would stOl 
be a wide range of productivity levels through-
out the different sectors of the economy, and 
large scale modernization could still give rise 
to major unemployment—even after 30 years 
of extremely rapid economic expansion. 

It has been repeatedly noted that the em-
ployment problem is closely linked to the dis-
tribution of income, and the resolution of this 
problem, in Üie sense described above, would 
bring about a major improvement in the in-
come distribution structure as well. In the des-
cription of the basic projection three large 
income groups were distinguished— â low in-
come group engaged in traditional type agri-
culture and services, a middle income, and a 
high income group— ând a major factor in the 
inequality was the low level of income and 
productivity of the large bottom group. With 
the resolution of the employment problem as 
described in the present expermient, this bot-
tom group disappears— ît is absorl^ in the 
middle and top groups—and this aspect of 
the inequality is eliminated. At the end of the 
century there would be only two major groups, 
the top group with somewhat more than 20 
per cent of the population and .the middle 
group with the rest, and the disparity in aver-
age incomes would be of the order of 5 to 1 
in favour of the top group. 

This degree of inequality would still be 
somewhat greater than that which currently 
prevaüs in most of the Western advanced in-
dustrial countrî , but it would represent a 
major improvement over the situation shown 
in the basic projection. Too much cannot be 
made of this finding: the division is only be-
tween two major groups and there might be 
great concentration within the top group. Fur-
ther, the division between these two groups 
depends upon the assumption made with re-
spect to the trend of relative shares (they 
have here been assumed to remain constant). 

Nevertheless, it is clear that .the incorpora-
tion of the entire labour force into the more 
productive areas of tíie economy would bring 
with it a major únprovement in the distribution 

of income. The really low income group would 
be eliminated, and in addition the pressure 
which .the existence of such a group must ex-
ercise on non-skiUed wages in the more pro-
ductive areas would disappear. There would 
stiU remain limits to the extent to which wages 
might rise since, as noted above, there would 
remain considerable scope for modernization 
and any large increase in wages would prob-
ably lead to labour-saving innovation. But the 
distribution of income between the two large 
groups would depend in important degree on 
the division of the total between profits and 
wages, and .a major part of the pressure hold-
ing the labour share low would have been re-
moved; the large poor group where incomes 
were held down by low productivity levels 
would have been eliminated. These and other 
aspects of the distribution of income require 
further study and it is expected that this will 
be an important part of the futme work pro-
gramme. 

The conclusion 'to be drawn from this ex-
periment is not overly optimistic. Given the 
general conditions which prevail at the be-
ginning of the projection,, a very high rate 
of growth is required to absorb aU the labour 
force into the more productive areas of the 
economy by the end of the century. It is un-
likely that many economies will be able to 
expand steadily at an average rate of 9 per 
cent for a period of 30 years and so a con-
tinuing emphasis on the expansion of modem 
type production is likely to mean that the 
employment problem, as it is defined here, 
will continue into the next century in many 
countries. In the strictly numerical terms of the 
model the principal obstacle to the achievement 
of growth rates of this magnitude is the balance 
of payments situation. Once the employment 
problem is solved this will bring a major im-
provement in the distribution of income. 

(c) The qualitative difference of higher growth 
rates 

The very great changes implied in the growth 
rates of the basic projection and in those of 
the experiment just described have already been 
emphasized, but there remains one aspect of 
these higher growth rates which must be noted. 
It in fact requires moderately fast growth sim-
ply to maintain the status quo in most of Latin 
America; only above this rate do improvements 
begin to be possible; and if the growth rate 
can be pushed progressively higher other cri-
tical points may be passed and solutions to 
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other problems begin to be possible. An in-
crease in the rate of economic growth in this 
relatively high range may therefore represent 
a qualitative type change: a difficulty which 
previously was not improving much, or was 
becoming worse, begins to improve and an 
eventual solution can be foreseen. 

There are two factors which require a reason-
able rate of growth just to maintain the status 
quo. First, .the population is growing rapidly 
so that iproduotion must increase at least as 
fast to prevent a fall in the over-all average 
per capita income. But there are also shifts oc-
curring in the population structure, the most 
important of which is the movement from the 
rural areas to the cities, and these are shifts 
from loiwer io higher income groups. H the 
average income within each group is to be 
maintained then the newcomers must be incor-
porated into the ̂ oup at the prevailing income 
levels and this will require a further increase 
in production to cover the upgrading involved 
in these population shifts. Some individuals will 
be better off, but -the average income of each 
major group wiU only be maintained at a 
constant level. If the newcomers were not in-
coî orated at the existing income level this 
would mean that the average of the group, 
and the income of many individuals within the 
group, would ibe driven down, with the social 
unrest which this would almost certamly 
produce. 

An experiment was therefore designed to 
determine the growth rate required to maintain 
the status quo as here defined, and to illustrate 
the results of such a growth rate. A substantial 
annual increase in tiie gross product is re-
quired: an average rate of 4.5 per cent through-
out the period of the projection. At such a 
rate there are not likely to be serious balance-
of-payments problems as the pressure for im-
ports is much less than that shown in the 
basic projection. The government financial sit-
uation is precarious however. With unchanged 
tax rates revenues increase rather slowly, and 
an increase of current expenditures at the rate 
projected in the basic experiment would lead 
to a deficit even on cixrrent account after only 
about five years and the deficit would grow 
steadily and rapidly larger. It would of course 
be impossible to finance the public investment 
foreseen in the basic projection. At this rate 
of growth the employment situation would ac-
tually deteriorate further. The proportion of 
the labour force employed in the more produc-
tive areas would decline rather slowly but 

steadily, and at the end of the century around 
two thirds of the labour force would be either 
unemployed or employed in the low produc-
tivity and income areas of traditional type agri-
culture or service activities. 

The first critical level is therefore an eco-
nomic growth rate of around 4.5 per cent, suf-
ficient only to maintain the status quo in the 
sense that average incomes of each of the major 
groups would be held constant. As growth rates 
rise above this level improvements per capita 
income become possible, and these are more 
than proportional to the increase in the growth 
rate itself. For example, in the basic projection 
the rate of increase in the gross product, at 
7 per cent, is only about IVi percentage points 
higher than the status quo minimum rate, but 
this is more than fully reflected in the increase 
in average incomes: within each of the major 
population groups the average income rises 
substantially, at rates ranging around 3 per cent 
per annum. This would represent a qualitative 
type change, a movement from a position of 
stagnation to one where incomes are rising 
fairly rapidly for all groups. 

Other aspects also begin to show the same 
kind of change. Most important, the employ-
ment situation is gradually changed from one 
of deterioration to one of improvement as the 
growth rate rises. At the 4.5 per cent income 
status quo rate it deteriorates, a rate of around 
6 per cent is the critical level where the pro-
portion of the labour force engaged in the 
more modem areas remains approximately con-
stant, and at the 7 per cent rate of the basic 
projection the situation is slowly improving. 
The government financial position passes 
through a similar transition, and at the 7 per 
cent rate of the basic projection both a large 
volume of current expenditures and major 
public investment can be financed without un-
due difficulty. 

If growth rates can be pushed still higher 
these qualitative type changes continue. At the 
9 i^r cent growth rate projected in the ex-
jeriment described above the employment prob-
em can be resolved within a 30-year period 
and a major improvement in the distribution 
of income occurs; and rapidly rising govern-
ment receipts provide the financing for further 
large increases in social spending and public 
investment. 

There is one negative aspect to note: the 
balance of payments. At the status quo growth 
rate there is unlikely to be any difficulty, but 
as the rate rises from that level rising import 
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requireme-nts are increasingly likely to exert 
severe pressures on the balance and to bring 
about a crisis. As has been noted this is a 
major obstacle to the achievement of higher 
grovŝ h rates. But the important point to em-
phasize here is that it can sometimes be very 
important to push what might conventionally 
be regarded as a satisfactory rate of economic 
growth even higher, to the range of the very 
high rates mentioned here. The achievement 
of such rates could sometimes bring about the 
solution of a problem which had appeared 
intractable even at moderately high rates of ex-
pansion. 

2. Limited productivity increases in the 
more modern areas 

The second way in which the employment 
problem might be resolved would be to adopt 
production techniques which used more labour 
than those assumed in the basic projection. 
As output expanded in the more modern areas 
productivity would rise less rapidly and a larger 
proportion of the labour force would be in-
corporated into these areas ait any given rate 
of growth. An experiment was therefore de-
signed to estimate how fast productivity could 
increase if the objective is to absorb all the 
labour force into th,e more modem areas by 
the end of the century, and assuming a con-
tinuous economic growth at the 7 per cent rate 
of the basic prqection. 

Here as in the preceding experiment it is 
assumed that all production in the agricultural 
and services sectors is gradually absorbed into 
the more modern areas; traditional type produc-
tion in these sectors, with its low level of 
productivity and income, gradually disappears. 
Productivity m the more modem areas and 
in the more traditional areas of the industrial 
sector is then projected to increase at a rate 
which would permit the employment of the 
entire labour force in these areas by the end 
of the century (apart of course from those 
employed in the public sector). 

Productivity could rise only very slowly if 
this employment goal is to be met. For these 
higher productivity areas as a whole produc-
tivity could increase only about 60 per cent 
over the 30-year period, a rate of increase of 
1.5 per cent per annum. In view of the great 
increase in production which would occur over 
the period of the projection— p̂roduction in 
these areas as a whole would be multiplied 
more than nine times—and the volume of in-

vestment in new facilities required to achieve 
such an expansion, .the increase in produc-
tivity is very small and implies a large de-
parture from the production techniques of the 
advanced industrial countries. Even within the 
more modem areas productivity at the end 
of the century would be only around half the 
economy wide average already reached in 1970 
in the more advan^ industrial countries of 
Western Europe (and of course would be a 
much smaller fraction of the levels likely to 
prevail in these countries 30 years later). 

It is important to note that .this slower in-
crease in productivity within the more modem 
areas does not mean that the average produc-
tivity of the economy as a whole is held down; 
the economy wide level of productivity rises 
at the same rate as in the basic projection and 
reaches the same figure at the end of the cen-
tury. But in the basic projection this total aver-
age was .the result of adding together two 
widely different groups, those in the more 
modem area with its relatively high and ris-
ing productivity level, and those in traditional 
type activities with very low productivity. In 
tiie present experiment by con.trast, these two 
groups are gradually integrated at an inter-
mediate level, and the slower increase in pro-
ductivity within the modem area is offset by 
the declining importance of the low produc-
tivity area. 

But the slower increase in productivity in 
the more modem areas does as noted, mean 
that these productivity levels would fall fur-
ther and fiirther behind those of the high in-
come industrial economies, and these areas 
would cease to 'be "modem" if this is taken 
to mean the employment of the lat^ produc-
tion techniques in use in those countries. This 
would mean that for a development of the 
sort projected here to be feasible it would 
be necessary to devise new types of technology 
which used more labour and less capital. It 
is to be stressed that this would require a 
major technological effort, with a different 
orientation than that which has characterized 
technological advance in the industrial coun-
tries—.the emphasis would be on increasmg ef-
ficiency by reducing capital and material costs 
rather than by saving on labour requirements. 
It would probably be possible to achieve this 
only .to a limited extent by adopting already 
known but less modern techniques, that is 
techniques which have been used but have 
been replaced by others which are more effi-
cient essentially because they use less labour. 
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For the most part the required techniques would 
have to be developed.® 

This requirement of a major technologioal 
effort would probably mean that a solution to 
the employment problem via the style of de-
velopment discussed here is likely to be a 
feasible alternative only for a large economy. 
As a technology of this sort—modern but re-
latively labour intensive—is not currently in 
general use anywhere there would be limited 
possibilities of borrowing or exchanging tech-
nology and so of specializing and relying on 
developments elsewhere to fill in the gaps. 
Only a large and relatively self-sufBcient eco-
nomy could hope to support the cost of such 
a reorientation of the more modem areas and 
the technological effort implied. If one or more 
large economies should choose this style of de-
velopment it would then become more feasible 
for smaller economies to link themselves to 
these efforts and choose to follow a similar 
path. 

The effect on the distribution of income of 
this type of solution to the employment prob-
lem would be basically similar to that al-
ready described in the preceding experiment. 
The large group with very low productivity 
and income levels is absorbed into 'the two 
higher groups, and this major element in the 

®In discussions of technological change it is often 
assumed that this has occurred through the introduc-
tion of new techniques which use more capital and 
less labour, per unit o f output, and that there is there-
fore a wide range of alternative techniques available 
which can be efficiently used, and which would in-
volve the use o f more labour. That they are not used 
is ascribed to the relative prices o f capital and labour 
which prevail, and to various other factors. There 
are no doubt numerous cases of technological change 
of this sort. But there is also no doubt that much 
technological change is o f a quite different sort; it 
introduces a new and "superior" product and/or 
it makes possible a reduction of both capital and 
labour costs per unit o f output, and may save on 
material costs as well. The ratio o f capital to labour 
still rises as there is a greater reduction in labour 
r^uirements, but the new technique is more effi-
cient than the old in an absolute sense and does 
not depend o n relative prices f or its adoption. In 
cases o f this sort the use o f a previously existing 
technique implies either the production o f an "in-
ferior" product or would simply be inefficient, re-
quiring the use of more of everything. The assump-
tion in the basic projection is that on the average 
technological change is of this sort—it is assumed 
that, within each sector and area the investment re-
quired per unit o f output remains constant while 
labour requirements decline (productivity increases). 
This assumption is consistent with such historical data 
on capital-output ratios as exists and implies that in 
general there will not be readily available efficient 
alternative techniques which use more labour. 

inequality would disappear. Less can be said 
about the distribution between the remaining 
middle and top groups however. It would no 
longer be reasonable to assume constant shares 
of profits and of wages in the value added 
within the higher productivity areas, as the 
amount of capital per imit of output is pre-
sumably declining while the use of labour is 
much greater than in the basic projection. 
There is therefore much more room for specula-
tion about the wage land profit shares, and as 
this is a major factor in determining Hie dis-
tribution of income ibetween the two remain-
ing large ̂ oups there is more uncertainty about 
this distribution. This is a further aspect of 
the distribution of income which it is hoped 
to investigate more fully in future work. 

The balance of payments would also be less 
of a bottle-neck in a development style of the 
sort projected here. Total investment require-
ments would decline, by comparison with the 
basic projection, and the development of an 
independent technology would reduce the pro-
portion of total requirements which would be 
imported. Both factors would mean smaller 
imports of capital equipment, and since in the 
basic projection this was the fastest growing 
component of the import structure this would 
represent an important easing of the procedure 
on the balance of payments. 

The general conclusion from this experiment 
is that if the employment problem is to be re-
solved by the end of the century with eco-
nomic growth at the 7 per cent rate of the basic 
projection, and with a continuing emphasis 
on the expansion of modem type production̂  
productivity would have to increase very slowly 
in the more productive areas of the economy. 
This would mean that the more modern areas 
would progressively depart from the technique 
in use in the high income industrial countries, 
and would require a major technological effort 
if the economy is to remain efficient. The range 
of uncertainty about any projection is inevitably 
greater here as a development style of this sort 
has not as yet been adopted anywhere. 

3. Concentration of growth on the more 
traditional areas 

The bulk of the employment problem is not 
represented by open unemployment, but rather 
by the fact that a large proportion of the labour 
force is engaged in traditional type activities at 
very low levels of productivity and income, 
and the preceding experknents considered re-
solving the problem by absorbing these workers 
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into the more productive areas and eliminating 
these traditional type activities altogether. Here 
the oposite possibility is considered: rather 
than shift this part of the labour force, the de-
velopment process itself could be oriented 
^ound the more traditional areas with the ob-
jective of increasing production, and income 
^d productivity levels. 

This would be a still more extreme departure 
from the usual expectation .that economic growth 
will be dominated by the expansion of modem 
type production. Relatively little attention 
would be given to the more modem areas here 
and they would account for only a minor pro-
portion of the growth in production. Rapid 
economic growth would stií be an objective, 
but the bulk of the rising production would 
come from the more traditional areas, and a 
major objective would be to raise productivity 
and income levels closer to those already pre-
vailing in the more modem areas. This would 
clearly be a very different style of develop-
ment and no attempt at a general analysis can 
be undertaken in the present context; it is 
presented onily as a logical possible alternative 
solution to the employment problem and the 
discussion is limited to this aspect. 

The essential assumption in the experiments 
designed for this purpose is that by the end 
of the century productivity in the more tradi-
tional areas of the agricultural and services 
sectors (the two large poor groups in the basic 
projection) is raised to half the national aver-
age—as against only around one quarter of the 
national average in the basic projection. Again 
the rate of increase in the gross product is the 
7 per cent rate of tíie basic projection and the 
average productivity for the labour force as a 
whole is unchanged. What has to be determined 
is: with these assumptions, to what extent would 
the growth process have to be concentrated 
on the more traditional areas if full employment 
is to prevail at the end of the century. 

The extent to which higher productivity in 
the traditional areas of lie agricultural and 
services sectors would involve a shift in the 
orientation of the growth process can best be 
seen by noting what occurs if productivity is 
increased and no other changes are assumed. 
An experiment was therefore run which as-
sumed that productiviity in these two tradi-
tional type areas rose to half the national aver-
age at the end of the century and that all other 
assumptions remained as in the basic projec-
tion; the result would be that at tíie end of 
the century over 20 per cent of the labour force 

would be openly unemployed. This reflects the 
alternative discussed earlier in the analysis of 
the basic projection: if these traditional type 
areas absorb the large fraction of the labour 
force not required in the more productive areas, 
then productivity remains low, whereas if these 
traditional type areas do not absorb this ex-
cess labour, productivity levels can rise but 
only at the expense of substantial open un-
employment. 

This dilemma can be resolved within the 
present context only by shifting production 
away from the more modem areas, with their 
relatively low labour reqiiirements, to the more 
traditional type areas, where labour require-
ments are much greater. The question then is 
to what extent such a shift would have to oc-
cur. A second experiment checked the effect 
of holding constant the relative importance of 
the more modem and the more traditional 
peas within each sector—it wiM be recalled that 
in the basic projection there is a steady increase 
in the dominance of the more modem areas. 
A shift of this magnitude is not sufBcient how-
ever and the result would be that at the end 
of the century more than 10 per cent of the 
labour force woiüd be openly unemployed. 

For this sort of development style to pro-
vide full employment woiád therefore require 
not only that there be no shift in the structure 
of the economy towards an increasing predo-
minance of tíie higher productivity areas. In 
fact a shift in the opposite direction would 
have to occur: there would have to be a pro-
gressive relative shift in production towards 
the more traditional type areas of the econ-
omy. 

The shift required would be a substantial one. 
For full employment to prevail at the end of 
the century ,the more modem areas would have 
to decline steadily in relative importance, from 
initially accounting for about 55 per cent of 
total production to accounting for only about 
40 per cent of the total at the end of the cen-
tury. The more traditional areas would boost 
their share of the total correspondingly, from 
about 45' per cent in 1970 to about 60 per 
cent at the end of the century. In terms of 
employment the predominance wouM be even 
greater: more than three quarters of the labour 
force would be employed in the more tradi-
tional areas at the end of the century. 

Within the framework of the rapid increase 
in total production which is projected, this 
major shift in relative importance would occur 
while all areas continued to expand: production 
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in the more modem areas would be multiplied 
nearly six times over the 30 years and in the 
traditional areas by more than IOV2 times. 
Only the emphasis would be changed, a fur-
ther illustration of the large changes which can 
be brought about by controlling the expansion 
process. There would be no interference with 
existing modern type production (this type of 
production would even continue to expand fair-
ly rapidly), but whereas in the basic projection 
nearly three quarters of the increase in produc-
tion is provided by the more modern areas, in 
this projection less than 40 per cent of the 
increase comes from these areas. It is tlms re-
oriemtation which gradually changes the struc-
ture of the economy. 

The impact on the distribution of income 
would be of a different sort, 'but with an end 
result similar to that of the earlier experiments. 
The three major groups distinguished in the 
basic projection would remain and they woiád 
account for similar proportions of the labour 
force. But incomes of the large bottom group 
would be raised substantially as a result of 
the higher productivity levels, and the aver-
age income of this group would be close to 
that of the middle group by the end of the 
century. The improvement in the distribution 
is therefore rather similar to that which re-
sulted from previous experiments. 

There would also here be a favourable im-
pact on the balance of payments. Import co-
efficients in the more modern areas are higher 
and the decline in the relative importance of 
modern type production would therefore mean 
reduced pressure for imports and an easing of 
the balance-of-payments situation. For siimlar 
reasons the financial position of the public sec-
tor would be less favourable however. Gov-
ernment revenues are closely tied to the more 
modem areas and unless there is a change in the 
tax structure the reduced relative importance 
of these areas would mean lagging receipts. 

It seems unlikely that any Latin American 
countries will formulate a development policy 

of the sort projected in this experiment. The 
more modern areas have very generally been 
regarded as the most dynamic, and the low in-
come and productivity areas of the agricultural 
and services sectors as the least dynamic areas 
of the economy, and this would pose major 
difficulties for any policy which aimed at con-
centrating the growth process in these latter 
areas. A further proWem is that the low "pro-
ductivity" in traditional type services is crften 
simply a reflection of a very unequal income 
distribution structure, and if incomes of this 
low income group were raised sharply the mar-
ket for an important part of these personal 
services would in the process disappear. To the 
extent this is the case the only solution for 
the low incomes is to absorb this part of the 
labour force in other activities. 

It is therefore not to be expected that any 
Government will undertake a policy of this 
sort, which in the conditions stated in the 
model would lead to a substantial decline in 
the relative importance of the more modem 
areas. The primary interesit of the approach 
examined here lies not in its forming the centre 
of a development strategy aimed at resolving 
the employment problem, but rather in the pos-
sibility of combining this approach, as a sec-
ondary factor, with either of the two orienta-
tions considered previously. Resolving the 
employment problem while retaining an efficient 
economy is likely in the end to depend primarily 
on (1) achieving very high growth rates or 
(2) devising more labour intensive, efficient 
techniques within the more modem areas; but 
both approaches present formidable difficulties 
and the resolution of the employment prob-
lem could extend well into the next century 
in some countries. In these circumstances ef-
forts to increase production, and hence produc-
tivity levels and incomes in the poorest areas 
of the economy play a valuable secondary role 
in the general strategy, alleviating the position 
of the poorest groups during the considerable 
period which must pass before a definitive solu-
tion can be achieved. 

V. EXTERNAL SECTOR 

As already noted, one of the obstacles to a 
high growth rate is extemal disequilibrium, 
with a fairly slow expansion of import capac-
ity contrasting with a rapid increase in 
the need for imports. It is because of the 
acceleration of development itself that there 
is a constant rise in the demand for imported 

goods; the modemization of the economy— 
which, since the pattern of development, being 
imitative, follows in the footsteps of the in-
dustrialized countries—stakes the form of the 
steady incorporation of new products and pro-
cesses and exerts presumably strong pressure 
for the importation of new goods; attempts to 
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expand and, above all, diversify exports so as 
to compete on external markets require a mod-
em export sector which, at least in its early 
stages, depends on imports of machinery and 
^uipment, while the possibilities of substitu-
tion are liniited owing to the fairly low import 
coefl&cient. 

If the increase in the purchasing power of 
exports, which is the main factor in the capac-
ity to import, is not sufficient to finance the 
imports required, either the external debt in-
creases or the growth of the product is slowed 
down. In the model, the growth rate of the 
product is determmed by the desired consump-
tion targets, and so the analysis concentrates 
on the repercussions of specific growth rates 
on external resources. 

Obviously, the findings wiU depend on the 
assumptions employed; however, since the lat-
ter are favourable, they represent in a sense 
the minimum problems and magnitudes in-
volved in the external sector. The basic assump-
tions employed, as stated above, are: (a) an 
annual growth rate of exports of 7 per cent; 
(b) constant import coefficients; (c) constant 
terms of trade; (d) a 4 per cent annual rate 
of interest on the external debt; (e) 5 per cent 
annual amortization of the debt; and (/) a 
constant flow of external resources in the form 
of direct investment and an annual return on 
foreign capital of 5 per cent. 

The rate of projection of exports over 30 
years is high not only because of the magni-
tudes that this growth implies but also be-
cause of the change in the structure of exports 
that it entails; new exports, particularly of in-
dustrial products, miust expand considerably 
faster in order to ofEset the relatively slow 
growth of traditional exports. The import co-
efficients are constant at the 1970 level for 
the various types of goods, in terms of the 
consumption of each se^ent of the popula-
tion, the level of production of each sector in 
the case of intermediate imports, and invest-
ment per sector and technique in the case of 
capital goods. These coefficients (indicated in 
the basic experiment) are sufficiently low for 
it to be difficult to reduce them further; hence 
their maintenance at a constant level means 
considerable substitution. As regards the terms 
of trade, it is assumed that the trend of prices 
of exports and imports will be similar, which 
is consistent with the importance attached to 
new exports. The terms of the external debt 
and other inflows of foreign capital are favour-
able as far as the entry of such capital, the 

return on it and the terms of the debt are 
concerned. 

For all these favourable assumptions, there 
is still a systematic tendency towards external 
disequilibrium. Imports continue to grow faster 
than exports and result in a moderate but 
constant deterioration in the trade balance. By 
the end of the century, the trade deficit is more 
than 10 per cent of revenue from exports. The 
size of this deficit would not seem so great 
were it not that it is assumed to continue over 
a prolonged period. It is easy to appreciate. 
that a negative balance of this magnitude 
would over 30 years, accumulate an addi-
tional debt equal to three times the value of 
initial exports; even if the interest on this debt 
is at the low rate of 4 per cent, the balance-
of-payments deficit on cxirrent account would 
increase appreciably and accelerate the pro-
cess of accumulation of the debt. Taking these 
factors into consideration, the balance-of-pay-
ments deficit on current account by the year 
2000 would represent more than 15 per cent 
of exports. The external debt, for its part, 
would be almost 10 times higher at the end 
of the century than in 1970. These magnitudes 
do not make allowance for movements of cap-
ital and are directly attributable to the trade 
deficit resulting from the desired growth rate. 

The problem, therefore, depends on the pos-
sibility of meeting the growth rate of imports 
required by the proposed rate of development. 
If current income fails to do so, then economic 
growth would have to depend on the inflow of 
external financial resources. However, since 
this implies an outflow of funds in the form 
of profits, interest and amortization, it may in 
fact actually aggravate the tendency towards 
an external bottle-neck. The basic projection 
assumes that the annual inflow of foreign cap-
ital in the form of direct investment would rise 
steadily from 10 per cent of export earnings in 
1970 to nearly 20 per cent by the year 2000. 
However, this large flow of resources would be 
considerably reduced by the remittance of 
profits, which by the end of the century would 
amount to almost 11 per cent of exports (even 
assuming a fairly moderate return). In other 
words, the net contribution from this source 
would be reduced to less than 9 per cent of 
income from trade, which would not be 
enough even to meet the trade deficit. 

Account must also be taken of interest and 
amortization in respect of the external debt, 
which mounts up as external resources prove 
insufficient. Since revenue from exports and 
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direct investment do not suffice to finance im-
ports, interest and amortization in respect of 
the accimiulated debt have to be paid for out 
of additional debts; thus, the rate of accumula-
tion of external debt accelerates and the servi-
cing of foreign capital becomes an increasing 
burden. The figures show how, in 1970, debt 
servicing represents 10 per cent of exports 
compart with 12 per cent in the year 2000. 

If the remittance of profits is included, the 
balance-of-payments deficit on current account 
is even larger, rising from about 7 per cent of 
exports in 1970 to over 27 iper cent of export 
earnings by the end of the century. These 
deficits require a steady increase in the gross 
inñow of capital which, by the year 2000, 
would amount to approximately 34 per cent 
of exports, more than 3 per cent of the gross 
domestic product; the corresponding net con-
tribution would amount to only 11 per cent 
of export earnings. 

Briefly then, it can be said that, from the 
standpoint of the external bottle-neck, the pos-
sibility of maintaining a steady annual growth 
rate of the product of 7 per cent depends, on 
the one hand, on a rapid development of ex-
ports and, on the other, on an inflow of ex-
ternal resources to alleviate the systematic 
tendency of the economy towards external 
disequilibrium; the nature and terms of this 
flow of capital would therefore have to be 
such that the service payments on it could, be 
met fairly easily. It should be emphasized that 
external resources are a complementary factor 
and that the main issue is the growth of ex-
ports. 

Obviously, import substitution (in other 
words, the restriction of the volume of im-
ports) is an alternative method of reducing 
the external deficit that serves a similar pur-
pose as the increase úi exports. It was pointed 
out at the start that the global import coeffi-
cient suggested serious difficulties in bringing 
about further substitutions successfully; how-
ever, if import requirements could be reduced 
—̂ in respect of capital goods, for example— 
the pressure on the balance of payments would 
be reduced. In any case, the implicit product-
elasticity coefficient of imports is 1.05, which 
is not very high considering the expected ac-
cleration in the growth rate of the gross do-
mestic product. 

In addition to the problem of the external 
sector within the context of the basic projec-
tion, an analysis is made here of certain varia-
tions so as to clarify a few other points: first, 

the impact of the terms of trade (being taken 
as constant, this was not considered); secondly, 
the sensitivity of the external deficit to export 
earnings; finally, the repercussions of higher 
economic growth rates on the balance of pay-
ments. 

With regard to the terms of trade, a hypo-
thesis was used that, by the year 2000, the 
over-aU terms of trade would be 83.3, based 
on the various different trends of prices of 
imported consumer, intermediate and capital 
goods. The direct impact would be felt on the 
purchasing power of exports, which in that 
year would be 17 per cent lower than the 
basic projection; that is to say, the same vol-
ume of exports would generate income per-
mitting the acquisition of a 17 per cent smaller 
volume of imports. Put differently, the imports 
needed to maintain the annual growth rate of 
the product at 7 per cent would require a 20 
per cent increase in the volume of foreign 
currency. Obviously, the negative trade balance 
would deteriorate considerably, amounting to 
32 per cent of export earnings. If remittances 
on profits and interest on foreign capital are 
added to this trade deficit, the balance-of-
payments deficit would amount to over 50 per 
cent of exports. As a r^ult, the external debt 
would rise rapidly to intolerable levels; by the 
year 2000, it would be almost four times total 
export earnings and its servicing would account 
for more than 30 per cent of exports. To meet 
these service payments and cover the trade 
deficit, a gross annual inflow of foreign capital 
equal to over 75 per cent of exports would be 
needed, that is to say almost 8 per cent of the 
gross domestic product. This situation would 
arise despite substantial direct investment, 
which mi¿it even exceed remittances on profits 
and therefore help to alleviate the external 
debt. Under these circmnstances, the external 
bottle-neck of the economy would prevent the 
proposed growth rate from being reached. 

The growth of the product is another im-
portant factor. Because of the unfavourable 
trend of import prices, a slight reduction would 
occur in the rate of expansion of the economy 
with the result that, by the end of the cen-
tury, the gross domestic product would be 
1 per cent lower than that shown in the basic 
projection. Owing to the higher prices of im-
ported inputs, the value added by a given level 
of production would be lower at the sectoral 
level—all other factors remainhig constat. 
However, since the market value of the im-
ported components would increase, the invest-
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ment ratio would be higher in terms of the 
domestic product. 

Two variations were introduced in respect 
of export earnings. The first assumed that the 
growth of exports would be slower during the 
period 1970-2000, and the other assumed dif-
ferent rates— ĥi¿ier and lower—certain 
sub-periods. In the first case, the annual growth 
rate of exports was taken as being slightly over 
5 per cent; in the second, one assumption was 
made that the annual growth rate would drop 
to 5 per cent during the period 1970-1975 and 
the other that the rate would be slightly higher, 
around 8 per cent, during the period 1970-
1974. The findings point to the tremendous 
importance of the trend of exports on the 
external disequilibrium, since the sensitivity of 
the trade deficit and balance of payments is 
such that the magnitude of the impact is much 
greater than the direct fluctuations in their 
purchasing power. 

The projection of exports at an annual rate 
of 5.2 per cent (which is not as low as it 
might seem, considering that exports would 
still practically quintuple over 30 years) would 
mean a considerably lower level of earnings by 
the year 2000, 40 per cent lower than with a 
growth rate of 7 per cent. Consequently, the 
trade deficit is appreciably greater, amounting 
to 70 per cent of exports. TTie slower growth 
of the latter has a negative impact on the 
growth of the product while import require-
ments only drop by 8 per cent. The mere 
existence of a trade deficit of this magnitude 
shows how intolerable this situation would be; 
it would be virtually impossible to achieve the 
proposed growth rate but, for the sake of 
illustration, let us see the kind of external 
financing that would be needed to cover it, 
without considering the inflow of external cap-
ital in the form of direct investment which, as 
indicated before in connexion with the hypo-
theses considered, would not only, offset the 
payment of profits but would slightly reduce 
the additional need for external resources. If 
the growing trade deficit were financed by 
further loans from abroad, the external debt 
would, by the year 2000, be almost 10 times 
greater than the value of exports. Debt servi-
cing would absorb almost 80 per cent of 
foreign currency generated by exports and 
would require a gross inflow of foreign capital 
of over 140 per cent. 

The other possibilities considered underline 
the important role of exports in the external 
bottle-neck and show how sensitive the trade 

and balance-of-payments deficit is to variations 
in its growth rate. Generally speaking, these 
deficits decrease or increase more than pro-
portionally to variations in export earnings, 
owing to the indirect effect of the accumula-
tion of external debt and the constant increase 
in service payments. From this standpoint, the 
expansion of exports (or the reduction of im-
port requirements as a result of substitution) 
should play a more important role than external 
financing in resolving the external disequili-
brium. One must not forget, however, the pos-
sible positive effect of an inflow of foreign 
capital, which would complement domestic re-
sources and lead to Mgher ô-wth rates and 
which have not been dealt with here. 

Finally, in order to obtain an idea of what 
a higher growth rate would mean for the ex-
ternal sector, an analysis is made of the ef-
fect of an annual average economic growth rate 
of 8.8 per cent up to the end of the century. 
Obviously more imports woxdd be needed ow-
ing to the change in the structure of production 
and in demand resulting from an acceleration 
of the rate of growth, and their expansion is 
proportionally greater than that of the product; 
with regard to the basic projection,, while the 
domestic product is less than 80 per cent higher, 
imports would have to be more than doubled. 
In other words, df exports remain constant the 
trade deficit rises significantly. With an annual 
growth rate of export earnings of 7 per cent, 
by the year 2000 there would be a negative 
trade balance almost 30 per cent greater than 
the volume of exports; that is to say that the 
ratio betwen imports and exports would be 
2.3 to 1. Obviously, it would be impossible 
to finance a trade deficit of this size. The foreign 
capital that would be needed would be out of 
all proportion and the accumulated debt-servi-
cing by the end of the century would be 
greater than the value of exports. The external 
bottle-neck would not permit such a rate of 
economic expansion. For the tirade deficit to 
be reduced to 20 per cent of exports by the 
year 2000, the latter would have to exp'and 
at an annual rate of 9.5 per cent, always as-
suming that the terms of trade remained at 
the 1970 level. The significance of this rate 
is clear if one considers that the 1970 ex-
ports would have to increase 15 times in order 
to meet the level indicated for the year 2000. 

The external sector thus imposes a serious 
limitation on the rate of expansion of the econ-
omy, which is dependent essentially on the trend 
of exports. Considering the trade deficit alone, 
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it would be necessary for exports to increase 
by at least 7.5 per cent per year so that the 
gross domestic product could expand steadi-
ly at an annual average rate of 7 per cent 
over 30 years (assuming thiat ñirtíier substi-
tution is not possible). A more rapid growth 
of the economy would require a more rapid 
growth of exports. 

The salient points of .the analysis can be 
summed up as foHows: 

(а) There is a systematic tendency towards 
external disequilibrium because import require-
ments grow more quickly than exports; 

(б) The import requirements increase as tiie 

growth rate of the economy accelerates ow-
ing to the structural changes involved (even 
if the individual import coefficients remain con-
stant) ; 

(c) In the long term, the trade and balance-
of-payments deficit increases (or decreases) 
more than proportionally to fluctuations in ex-
port earnings, owing to the indirect effect of 
payments on foreign capital; 

{d) Increasing remittances in respect of pro-
fits on foreign capital accentuate the external 
disequilibrium; 

(e) The external bottle-neck inevitably lim-
its the rate of growth of the economy. 
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SOME CONCLUSIONS ON INTEGRATION, INDUSTRIALIZATION 
AND ECONOMIC DEVELOPMENT IN LATIN AMERICA' 

Introduction 
What role can basic industiy play in the 

development of Latin America in the next few 
years? 

Is a policy in favour of the export of mami-
factures, based essentially on the sectors that 
have already attained a high degree of effi-
ciency, sufficient to keep development going? 
Is import substitution really as pkyed-out as 
people tend to say? 

What contribution can economic integration 
make to the development of Latin American 
countries? Is integration important only for 
the medium-sized and smiall countries with 
small markets,, or can it also be important 
for the large countries? Is the market of the 
latter really as large as is often thought and 
is it sufficdent to permit them to produce 
manufactures directly for the initemational 
market, without worrying about Latin America? 

What relationship is there between economic 
integration and the approach to industrial de-
velopment—i.e., through import substitution, 
the export of manufactures, or a combination 
of boüi? Is dntegration mainly of interest to 
basic industries? 

Should the advantages of integration be 
sought only under conditions of free trade, or 
should it also involve a certain minimum of 
regional programming, or at least harmoniza-
tion of devlopment policies? 

Has integration had really significant favour-
able effects on <the development of the coun-
tries of Central America so far? Have these 
effects been quite minimal in the case of 
LAFTA, as is generally said? Is it reaiUy true 

iThis document is a summary of the conclusions 
of a recent ECLA study entitled "Integración, susti-
tución de importaciones y desarrollo económico de 
América Latina (ECLA/PC/DRAFT/109), which 
attempted to define more accurately the present state 
of industrial development of the Latin American coun-
tries, future requirements in this field, and the role 
that economic integration can play in facilitating the 
growth of industry and making it more eflScient. The 
material on which the conclusions were based can be 
found in the document referred to. 

that serious problems stand in the way of 
achieving a balance among the countries taking 
part in integration schemes? 

These are the questions that have given rise 
to this study. Although it is not yet possible 
to answer them completely, a great deal can 
be done towards classifying the problems they 
raise. To do so, it has been necessary to con-
sider economic integration as a process which 
is closely linked to industrial development, the 
transformation of trade, and changes in the 
structures of production.̂  

The process of industrialization and develop-
ment in Latin America is going through a 
transitional stage. Left behind is the phase of 
development based almost entirely on import 
substitution geared solely to the domestic 
market of each country. In many countries of 
the region, the export of manufactures to 
other Latin American countries and to the rest 
of the world has made considerable progress 
and is now firmly established, although it still 
suffers from various teething troubles which 
have prevented it so far from accounting for 
any really significant share of industrial pro-
duction. 

The reaction against the undeniable short-
comings of import substitution processes geared 
solely to the limited sphere of each country's 
own market has been very strong and has 
become deeply rooted both at the intellectual 
level and in terms of the policies pursued. 
Criticism is quite justifiably levelled at the 
following aspects of such processes: the poor 
degree of efficiency of many industrial activities 
that have only been able to expand thanks to 
strong and indiscriminate protection; 'the clear 
illogicality of the under-utilization of capacity 
by many sectors of industry in countries where 
capital is particularly short; the fact that manu-
facturing has not only shown 'limited capacity 
to absorb manpower productively, but has also 
failed to achieve an adequate rate of industrial 

2 This does not mean that the considerable relevance 
of integration to transport, energy, movement of capi-
tal, agriculture and so on should be overlooked. 
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growth over long periods and has done little 
to encourage the more rapid creation of em-
ployment opportunities; and the orientation of 
manufacturing towards a market to which only 
a limited section of the population has access, 
thereby excluding a vast numiber of people 
whose purchasing power is not sufficient for 
their demand to exercise a positive influence 
on development. 

As far as practical economic policy is con-
cerned, there has been quite a marked change 
in the character of the economies of many 
countries, which have tended to become much 
more outward-direoted, as may be seen from 
the rapid growth of impoits. 

Many of the criticisms that have been 
levelled at some of the fundamental aspects 
of import substitution in the past are un-
doubtedly justified. This does not mean, how-
ever, that tíie pendulum should now be ^owed 
to swing to the opposite extreme of ignoring 
the obvious progress that has been made in 
industrî ization and development, in the crea-
tion of a manuifacturing infrastructure that 
opens up new horizons,, and in the acquisition 
of experience in production and organization 
and the formation of manpower resources of 
aU levels which have in many oases enabled 
international standards of competitiveness to 
be reached, thus allowing coun-tries to start 
exporting manufactures. 

A proper appreciation of past progress and 
present achievements in import substitution and 
industrialization is not only interesting from tiie 
historical and academic point of view: it is 
essential for the correct interpretation of the 
nature of the stages that lie ahead and the 
selection of the most appropriate development 
policies for dealing with them. 

Such an appreciation can only be obtsdned 
by means of a more extensive sectoral analysis 
than has been carried out so far. An analysis 
of this kind reveals that progress has been 
very uneven. Major advances in certain sectors 
contrast with conspicuous backwardness in 
others: often precisely those sectors that play 
a decisive role in development and therefore 
seriously hamper and restrict the growth of 
the entire economy when not suffideotly ad-
vanced. 

It is therefore necessary to avoid the kind 
of over-simplified and inaccurate generaliza-
tions that deem the export of manufactures 
and import substitution to be contradictory 
activities. An analysis by countries and by 
specific sectors, and the introduction of a 

regional as opposed to a national concept, give 
a more accurate idea of the contribution that 
basic industry and economic integration can 
make towards the more rapid and unimpeded 
development of Latin American countries. 

The extraordinary boom that took place in 
the world economy in tiie last few years— p̂ar-
ticularly 1972 and 1973—was reflected in 
exceptionally large increases in the prices of 
Latin America's traditional exports and in the 
volume of exports of both primary and manu-
factured goods. The prospects of the world 
economy for the next few years are much less 
promising, however. Although this is not the 
place to go into matters that are covered by 
other ECLA studies, it is not unduly pessimistic 
to assume that the growth rate of the world 
economy will be less on average during the 
rest (Á the 1970s than over the past 10 years, 
and inflation in the developed countries will 
probably be even higher than in the recent 
past. This may mean that it wiM be more dif-
ficult to maintain a high growth rate of exports 
to countries outside Latin America and that 
the prices of the region's imports wül rise 
faster than those of its exports. 

The significance of regional economic co-
operation and of ithe development of certain 
sectors producing capital and intermediate goods 
must be carefully ¡reconsidered with an eye to 
Che situation thait will have to be tackled in 
the coming years. This study is intended to 
contribute to that reconsideration. 

1. Uneven progress in industrialization 
Progress in industrial development in Latin 

America has varied widely from sector to 
sector and country to county. Some countries 
of the region have not yet reached stages of 
development that oüiers have already left 
behind them. In addition to this, however, even 
in the largest countries where iflie process of 
industrialization is most advanced there are 
big gaps between individual sectors that are 
reflected in very different import coefficients.® 

3 The import coefficient and proportion of exports 
in relation to production are used here as indicators 
of the degree of progress of domestic production. 
These coefficients must, however, be looked at in the 
light of the size of the country's market: with its 
large market, the United States has a low coeffi-
cient in both cases, although it is a very advanced 
country. On the other hand, the Scandinavian coun-
tries, which are smaller, have higher coefficients. The 
important point is the similarity or difference be-
tween the import and export coefficients of various 
subsectors making up a broad sector of the economy. 
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Whereas in 1970 (at 1960 prices), tihese more 
advanced countries (Argentina, Brazil and Mex-
ico) only imported products of traditional 
industries corresponding to 2 per cent of their 
demand for intermediate goods and 16.5 per 
cent of the demand for metal mannfactwes 

Industry in general may be highly dependent upon 
foreign trade, and in a country with a small market, 
this has to be so if it is to operate on a suitably 
productive scale. If the country has reached a high 
level of industrial development, the exports of its 
more advanced sectors will be relatively large com-
pared with the corresponding imports. In a country at 
an early stage of development, on the other hand, 
exports will be mainly of more elementary goods and 
imports of the more sophisticated kind. The average 
import coefficient for the whole of the economy may 
increase in Latin American countries as progress is 
made in industrialization and import substitution in 
certain key sectors. 

and machinery (figure 1). The import coef-
ficients for certain subcomponents of the metal 
manufactures and machinery industries that 
are very important for industrial growth were 
even higher. Thus,, in 1970 (at 1960 prices) 
imports in the vital non-eleotrical machinery 
sector stUl represented 40 per cent of demand 
in Brazil, about 25 per cent in Argentina and 
81 per cent in Mexico. GeneraHy speaking,, 
production of capital goods is, on average, less 
advanced than that of consumer goods. Among 
capital goods, in turn, production of those 
which correspond specificdly to individual in-
dustries, where they form the backbone of the 
industry's production equipment and determine 
the technological level of the sector concerned, 
is less advanced than that of capital goods for 
general use that are employed indiscriminately 

Figure 1 
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SOURCE: I L P E S . 
Note: The traditional goods industry includes the 

following sectors: food, beverages, tobacco, textiles, 
clothing and footwear, wood and cork, furniture, 
and leather manufactures; the industries mainly pro-
ducing intermediate goods consist of the following 

sectors: pulp ajnd paper, rubber, chemical products, 
petroleimi products and non-metallic mineral pro-
ducts (cement, glass); finally, the metal manufactures 
and machinery industry includes iron and steel and 
non-ferrous metals, metal products, non-electrical 
machinery and transport equipment. 
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in a numiber of industries. Even among machine 
tools, those that .are for more generd use and 
meet less strict technical requirements (such 
as those that are used for repairs) are prĉ uced 
on a large scale—in terms of domestic de-
mand—̂ than the more sophisticated machine 
tools which are tailor-made for a specific pur-
pose and therefore incorporate a non-standard 
item of technology calling for a certain degree 
of téchnicai creativeness. 

Technological progress in the production of 
any article—textiles, food, consumer durables, 
chemical products, etc.— îs usually reflected in 
the creation of a correspondingly new piece of 
specific equipment. It is therefore no accident 
that Latin America should lag in the production 
of these specific capital goods. Owing to its 
meagre capacity for creating or even adapting 
technology, together with the lack of a policy 
on science and technology and the shortage 
of appropriate ¡resources, it does not create 
any new equipment, any new productive tech-
niques, or any new consumer goods requiring 
new techniques. It almost always copies what is 
created in developed countries. 

Far from being random, the differences in 
the growth rates of the various ibranches and 
sub-branches of industry have a clear implica-
tion: the backwardness is precisely in the pro-
duction of goods that have a vital role in the 
process of technological innovation. Instead of 
specializing in one activity from start to finish 
so as to produce final goods, some of-Sie 
principal types of intermediate goods and, above 
all, equipment—a policy which could well be 
adopted by countries which are technologically 
well ahead in a given sector and would there-
fore not suffer by having to import other 
goods— L̂atin American countries have in fact 
embarked upon a kind of horizontal special-
ization and left technological innovation entirely 
to other countries. In other words,, .there has 
been a big increase in the production of a 
great number and variety of goods. All of 
them, however, depend fundamentally on tech-
nology that is entirely generated elsewhere and 
imported, with little or no adaptation, in the 
form of capital goods in which the technology 
is incorporated. 

This is especially important because competi-
tion on the world market is not just a matter 
of achieving lower costs and better quality, but 
above al of producing new goods or introduc-
ing improvements to existing goods. New 
models of motor vehicles and of consumer 
durables in general are typical examples of this. 

It is not only these types of goods that are 
affected, however: this applies to all products, 
as is evidenced by the constant new types and 
models of shoes and clothing, new ways of 
presenting or preparing food, etc. The lack of 
innovative capacity thus puts Latin American 
industry at a considerable disadvantage when 
competing against other countries. Where in-
novations have been initroduced, results have 
generally been very positive. In itself, importing 
technology is necessary and desirable: every 
country in the world, even the most advanced, 
does it. The problem is simply .that Latin 
America's dependence on imported technology 
is so complete and one-sided. 

Even the larger countries of Latin America 
are far from having made sufficieht progress 
in the production of a broad range of capital 
goods, and domestic demand depends very 
largely on imports. As a result, the industrial 
sector and the process of development are very 
vulnerable and dependent upon other countries. 

As mentioned above, progress in industrial-
ization varies from sector to sector. Looking 
to the future, it can be said that industrial 
progress must be more selective and specialized 
and that the sectors that have so far remained 
backward must be developed, while the export 
of manufactures must 'be increased. In quantita-
tive terms, import subsititution cannot continue 
at the same rate as in the past, but it does 
have unquestionable importance in qualitative 
terms and in key sectors. This is obvious from 
the fact that it is precisely the sectors that are 
most backward in the process of import substi-
tution that produce such vital items in terms of 
development, as capital goods (particularly 
specific goods) and certain vital intermediate 
goods. 

Study of the present situation in Latin 
American countries also shows that in many 
cases the import coefficient is stiU high, reflect-
ing the considerable potential that exists for 
import substitution in vast areas of the econ-
omy. It is also clear .that the import coefficient 
has stabilized at toigher levels in some countries 
than in others, presumably owing in part to the 
size of their market: certain sectors of industry, 
by their very nature, require a certain scale of 
production and cannot develop beyond a 
certain point in medium-sized or small national 
markets. This is indicative of the possibilities 
offered by integration and highlights the impor-
tant role it can play in the development of Latin 
American countries. In many cases, import 
substitution can and must be combined with the 
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promotion of exports, by establishing industries 
which not only satisfy domestic demand but 
also meet part of the demand from other coun-
tries in the region and even compete on the 
world market. 

There can be no doubt that henceforth the 
centre of gravity of import substitution policy 
must be different from ithat of the past and 
must vary from one type of country to another. 
In large countries, import substitution in 
respect of capital goods and certain inter-
mediate goods can play a fundamental role, 
its function as regards consumer goods, in 
contrast, being less important. In 'the medium-
sized and small countries, however, import 
subsititution in respect of oonsum&r durables 
and even certain non-durable goods still has 
an important part to play. Of course, these 
countries also offer a great potential for import 
substitution in respect of capitel and inter-
mediate goods, which has little scope in small 
markets but is feasible with integration. 

2. Acceleration of the growth oj imports 
Up to 1965 the average growth of imports 

was 40 per cent that of the product, in other 
words, an annual growth of 6 per cent in the 
product was accompanied by a growth rate of 
2.4 per cent in imports. Between 1965 and 
1973, however, the ratio between the two 
growth rates rose to an average of 130 per 
cent, so that the same annual growth rate of 
6 per cent in the product was now accompanied 
by an increase of 7.8 per cent in imports. 

The behaviour of imports is still more 
notable in some Latin American countries. In 
Brazil,, imports increased between 1965 and 
1973 at a rate which was almost double that 
of the growth of the product, and in Argentina, 
from 1966 onwards, the growth rate of imports 
was approximiately 1.8 times that of the pro-
duct. Peru and Central America offer a marked 
contrast to these two oases: in Peru, the 
elasticity of imports compared with the product 
in recent years has been less than that observed 
up to the first half of the 1960s, while in the 
Central American countries, owing to the sub-
stitution and contraction of imports towards 
the end of the 1960s, the growth of imports 
in comparison with ithe growth of the product 
has been less than that which took place before 
1968; the activity of .the Central American 
Common Market has permitted the subsititution 
of imports from the rrat of the world, and this 
has influenced ihe results to a oons.iderabIe 
extent. 

This rapid growth in Latin American imports 
explains why, despite large-scale increases in 
exports and after long years of positive trade 
balances, Latin America went back again to 
negative trade balances between 1970 and 1973 
(figure 2). This is a fact of great significance, 
for while the increase in the purchasing power 
of exports is partly the result of a structural 
change in them (growth of manufactures) it 
has also largely been the result of témpora^ 
and reversible causes such as the increase in 
the prices of some basic commodities. The 
accelerated growth of imports, however, reflects 
the effect of structural charaoteristics of the 
economy which, were exports to be restricted 
in the future, would entail a costly and dif-
ficult readjustment of the economy which could 
very hkely only be achieved by sacrificing the 
growth rate of the product, as has already 
happened in the past. Any relaxation of the 
concern with the external strangulation which 
has affected many countries m recent years 
might thus prove to be premature. 

Among the reasons for the large-scale in-
crease in imports, some of the most important 
are the following. 

First, as the per capita income of a country 
increases, the structure of demand changes and 
the demand for goods with a higher import 
content increases more rapidly. This occurs 
because the middle and higher income sectors, 
which play an important part in actuial demand, 
keep wanting more complex goods as their 
simpler needs are satisfied and their incomes 
increase. As regards oonsmner goods, for 
example, the demand for more sophisticated 
consumer durables increases more swifdy than 
that for simpler goods which satisfy more 
elementary needs. Tliis fact is more noticeable 
because the new goods resulting from techno-
logical change are designed and created abroad, 
with the result that Latin America systematically 
has to import them in large quantities. In the 
case of capital goods, as mentioned earlier, the 
import coefficient is also very high. Thus, as 
earnings increase, the proportion of high-
import-content goods in the total demand also 
grows, and therefore imports increase more 
rapidly than the product. If the growth of the 
product is speeded up, a further increase takes 
place in the proportion of investment and 
there is therefore an ladditional tendency 
towards an increase in ithe import coefficient. 
The import coefficient for the economy as a 
whole may therefore increase even though the 
coefficient for each of the sectors remains 
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Figure 2 

LATIN AMERICA: EVOLUTION OF IMPORTS AND EXPORTS OF GOODS AND 
SERVICES (EXCLUDING FACTOR PAYMENTS) BETWEEN 1950 AND 1972 

(Millions of dollars at 1960 prices) 
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Stable, as a result of a chiange in the straoture 
of demiand which causes the demand for goods 
with a higher import content to increase more 
rapidly. This means that even if there is neither 
an increase nor a decrease m domestic pro-
duction as compared with imports in any 
sector of the economy, there will still be a 
tendency for import requirements to grow more 
rapidly than the product. Thus, when the 
import coefficient remains steady, in develop-
ing economies like those of Latin America, this 
means that in some sectors of the economy 
import substitution is taking place and offset-
ting the effect of this change on the structure 
of demand. 

Secondly, even when there is local production 
of more sophisticated goods, these initially 
contain a hi^ content of intermediate goods 
and capital from aibroad, and although demand 
is apparently satisfied by national output, in 
fact this causes a high levei of imports. 

Thirdly, intra-area trade has boosted the 
growth of exports, and although this is of con-

siderable benefit to the economies of the coun-
tries concerned, since it represents a factor of 
expansion, this increase in exports obviously 
means at the same 'time an increase in the 
imfwrts of tíie countries both as a whole and 
individually, since tíie balance of trade of each 
country with the rest of the area is a basic 
political consideration and there can be no 
systematic increase in exports without a pro-
portional increase in imports. In some cases 
this increase in intra-area trade stems directly 
from economic integration decisions, while in 
others it is due to indirect effects of the same 
processes; this point will be dealt with below. 

Fourthly, in many coimtries the restrictions 
on imports from outside Latín America which 
were in force up to the middle of the 1960s 
have been eased, llie desire to introduce greater 
competitiveness in the economy, and Üie in-
crease in the av^abHity of foreign exchange 
due to (tihe faster growth of exports, have 
many countries to adopt policies which m^e 
their economies more open to the exterior, with 
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less protection and consequently increased im-
ports of many types of goods. This may be 
seen in the increased import coefficients of 
many sectors of the economy in various coun-
tries of the region. 

Fifthly, in some Latin American countries 
there has been an extraoerdinaiy increase in 
extemailly financed imports in some years. The 
increase in suppliers' credits for machín^ 
and ^uipment, which is closely linked witii 
this situation, has its unfavourable aspects be-
cause the terms of interest and amortization 
of these credits are frequently onerous and 
therefore severely overload the servicing of the 
external debt, which is dready beginning to 
weigh heavily on the balance of payments. 

3. Asymmetry of external trade as a sign of 
immature development 

The structure of imports and exports ©ven 
the relatively more developed Latin American 
countries shows a very marked asymmetry: the 
two are very different from each other, and 
they are also very different from those to 
be found in mature developed economies 
(figure 3). 

In the developed coimtries the structure of 
imports is fairly simñar to that of exports, 
considering both from the point of view of 
the sector of origin of the goods. It may be 
asked why the sector of origin is important. 
The answer is that different sectors have dif-
ferent types of significance for economic de-

Fignre 3 

LATm AMERICA: COMPARATIVE STRUCTURE BY SECTORS OF 
IMPORTS AND EXPORTS OF GOODS IN 1970» 
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velopment. Exports of primary commodities 
indicate the availabüity of natural resources. 
Exports of semi-processed goods indicate initial 
progress in the industrialization process, mak-
ing possible tíie export of primary commodities 
which have undergone some degree of industrial 
processing and thus incorporate a certain con-
tent of manufacturing labour, which is better 
remunerated than that employed in the pro-
duction of primary commodities. The ability to 
export the products of light industries—non-
durable consxmier goods and consumer dura-
bles— r̂epresents a further step and means that 
the country is in a position to export manu-
factures proper. Exports of goods produced by 
basic industries, especially the specific capital 
goods mentioned earlier, take place when the 
country achieves a degree of maturity which 
enables it, at least in some sectors, to move 
up into the technological and industrial van-
^ard and compete on an international level 
in the production and sale of goods incorporat-
ing the innovations which are constantly taking 
place in the various industries. 

Each of the Latin American countries exports 
some primary commodities and imparts others 
under competitive conditions; the availability of 
natural resources reflected by this is a positive 
fact of undoubted importance, as is underlined 
by the recent developments regarding petroleum 
and the keen interest of the developed coun-
tries in ensuring themselves a normal and 
adequate supply of primary commodities. The 
Latin American countries have also succeeded 
in making some progress in the export of semi-
processed primary commodities, although they 
stMl have a long way to go in this area, since 
generally speaking they export the majority of 
their primary products with little or no pro-
cessing. The most advanced countries of the 
region are just beginning the stage of exporting 
manufactures from their ligjit industries (non-
durable and durable consumer goods), but the 
exports of these industries still constitute only 
a small share of total output. Furthermore, 
the Latin American countries export light in-
dustry products mainly to other Latin American 
countries, while the primary and semi-processed 
products are mainly exported to developed 
countries. Lastly, progress in the export of 
goods produced by the basic industries, specific 
equipment, etc., is very modest to the point 
of being practically insignificant, even in the 
most industrialized Latin American countries. 

The structure of im̂ ports in the Latin 
American countries is also uneven, and reflects 

their present level of development. Primary 
products are imported by each country to the 
extent dictated by insujB&ciendes in their own 
natural resources, but generally speaking these 
products do not represent a very high propor-
tion of imports, especially in the more advanced 
countries of the region. Imports which are 
important, however, are the purchases of fuel 
— p̂etroleum and coking coal— ŵhich have to 
be made by many countries and which latterly 
have created difficulties with their balance of 
payments. In some cases, imports of some 
unprocessed or semi-prooessed metal products 
suoh as copper and aluminium have reached 
appreciable levels, as have imports of food 
products (wheat, meat, etc.). 

It is very difficult to cut down on these 
imports of primary or semi-processed products, 
since generally speaking they are essential 
needs, but they do not normally account for 
a very high proportion of imiports, especially 
in the relatively more developed countries of 
the region. Imports of light industry products 
(non-durable and durable consumer goods) 
have tended to drop sharply and even to disap-
pear in the more industrialized countries of 
Latin America, because of the process of import 
substitution, and at the present time these goods 
account for only a very small proportion of 
total imports. However, the products of basic 
industries—some intermediate goods and espec-
ially capital goods— ĥave been accounting for 
an increasingly large share of total imports. 
Imports of goods from the engineering and 
chemical industries, which together accounted 
for 53 per cent of total imports of goods in 
1960, now exceed 65 per cent of total imports. 
All these goods are essential; their decisive im-
portance in imports is a result of the peculiar 
nature of the industrialization process observed 
in Latin America, which as already stated, has 
systematically left the basic industries lagging 
behind. 

As is well known, the increasing predomi-
nance of essential industrial goods in imports 
is the reason why, despite the great advance in 
imiport substitution and industrialization, de-
velopment has faMed to bring any decrease in 
the external vulnerabili'ty or the baliance-of-
payments problems of the Latin American 
countries. The problems of the external sector 
are of a different nature nowadays, but they 
are no less serious. Indeed, their manifestations 
have been becoming more critical, because the 
problems of the trade balance cannot now be 
solved by the easy means of reducing non-
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essential imports, since these have already been 
suppressed. When tihe purchasing power of 
exports drops it becomes necessary to sacrifice 
essential imports to the detriment of the level 
of economic activity and especially of the rate 
of capital formation and growth. 

Generally speaking, as far as manufactures 
are concerned, tíie import structures of the 
mature developed economies are similar to 
their export structures. These countries import 
and export goods from the li^t industries pro-
ducing non-durable and durable oonsimier 
goods and from the basic industries producmg 
intermediate and capital goods. Appreciable 
differences are to be ̂ serv^ in some of them, 
but these involve primary goods: the Western 
European countries and Japan import primary 
products in much larger quantities than they 
export them, since their limited natural re-
sources in these fields put Üiem at an obvious 
disadvantage at the present time in comparison, 
for example, with the United States. In this 
case too the asymmetry between the structures 
of imports and exports has adverse conse-
quences for the economic process. But these 
developed economies have no serious problems 
as regards any manufactures, since they have 
been building up production and export capacity 
in different types of industrial sectors which 
ensures their balanced internal development 
and also a balanced and dynamic performance 
in their external trade. 

The fact of having export capacity and 
competitive ability in Cerent t j ^ of in-
dustries (hght and heavy, durable and non-
durable consumer goods,, and industries pro-
duoing intermediate and capital goods) does 
not mean that a country cannot specialize. 
Indeed, specialization lies at the root of pro-
duotion> which must be at an appropriate scale 
in order to be competitive. The mature de-
veloped economies export all tj^s of goods, 
but not every model of every type of product. 
In each of the industrial sectors, they choose 
a group of products on which to concentrate 
their efforts of production, technology, innova-
tion, competition and export. They export these 
goods and in turn import others coming from 
the same sector of economic activity: thiis each 
country exports and imports textiles, exports 
and imports basic chemical products, exports 
and imports consumer durables, exports and 
imports capital goods. This means that the 
country specializes in some chemical products 
and impOTts others,, and does the same with 
textiles, capital goods, etc. This is very different 

from what takes place in the economies of 
Latin America, wMch, as already stated, sys-
tematically export certain types of goods 
(primary products, some semi-processed goods, 
a very few non-durable and durable consumer 
goods and almost no basic intermediate goods 
and production equipment) and import, also 
systematically, the goods which are not repre-
sented in their exports: interm îate basic 
goods and capital goods. This not only reflects 
unbalanced internal development and is a hin-
drance to the creation and adaptation of tech-
nology, but is also the main source of chronic 
external strangulation: the goods exported are 
those in which world trade grows most slowly,̂  
while the goods imported are tiiose with a 
higher demand elasticity with respect to income 
and imports of them therefore tend to grow 
at a systematically higher rate 'than the growth 
rate c¿ the product. The interplay of these two 
different growth rates of world trade in export-
able goods and the demand for importable 
goods is the basic reason for the chromc tend-
ency of the trade balance to become a deficit. 
As long as there is no change in the relative 
structure of exports and imports which will 
make them more symmetrical and more similar 
to each other, there can te no solution to the 
problem of the balance of payments, nor will 
the conditions be achieved for smooth and 
sustained growth. 

But there is a further fact which aggravates 
the situation. Even supposing that the import 
coefficients for goods from each and every one 
of the sectors of economic activity are main-
tained steady, the coefiBcieat of elasticity of 
total im̂ ports with respect to the product will 
increase as the growth rate increases: i.e., not 
only is the elasticity coefficient greater than 
unity, so that imports tend to grow more 
rapidly than the product, but in addition this 
situation gets worse as the rate of growth 
speeds up, so thiat the coefficieot of elasticity 
itself increases. 

As already explained in outline, diversifica-
tion of exports and progress in the production 
of basic intermediate and capital goods cannot 
be achieved by the dispersion of industrial 
develo^ent. It has already been pointed out, 
and will be obvious later, that specialization 

^ If the great low-income masses of Latin America, 
Asia and Africa were really brought into the market, 
the elasticity of demand for primary products with 
respect to income could change. There does not seem 
to be any likelihood of such incorporation into the 
market soon enough or on a big enough scale to 
change the present situation in this respect, however. 
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is essential in order to achieve adequate scales 
of production and to be able, by concentrating 
efforts and the scarce resouxoes available, to 
cope with technological, economic, financial 
and organizational problems in order to pro-
duce more sophisticated goods which can com-
pete on the intemational level. This may be 
achieved in a manner compatible wi'th the 
sectoral diversification of trade already men-
tioned, by the adoption of dntra-sectord special-
ization and by abandoning the pattern of inter-
sectoral specialization which the countries of 
Latin America have followed to date. 

It is worth noting in passing that intranarea 
imports and exports have a much higher degree 
of symmetry with respect to production and 
demand in the Latin American countries than 
imports and exports to and from other regions. 
This difference in the performance of intra-
area trade compared with trade with the rest 
of the world ¡reflects the way in which the 
economic integration of the Latin American 
economies, whether formal or not, is con-
tributing to the development of the countries 
—^althou^ as yet only on a sm^ scale—and 
to achieving a better balance in the structure 
of the economy and trade. 

4. Size of market and development 
To judge by the number of mhabitants, Latin 

America and several of the countries which 
form part of it have a fairly extensive market. 
But this extensiveness is more apparent than 
real. If the behaviour of the demand of social 
sectors with different income levels is observed, 
it may clearly be seen that only persons with 
a per capita annual income of more than 
500 dollars generate any significant demand 
for industrial goods other than food-stuffs. 
More than 80 per cent of the demand for 
manufactures other than food-stuffs in Latin 
America comes from persons whose incomes 
are hi^er than the figure mentioned, but half 
of the population of the region has an income 
of less than 500 dollars. 

The situation is even more marked as regards 
domestic demand for products from such in-
dustries as the chemical and non-electrical 
machinery industries, which alone account for 
more than half the total imports of the region. 
Only 20 per cení of the ^pulation of Latin 
America—^whose patterns of demand and con-
sumption are simi ar to those of Europe—^may 
be considered to be fully incorporated in to 
the market for these goods; this 20 per cent 
is made up of persons with annual per capita 

incomes of more than 1,000 doUars, and these 
are the persons who generate a significant 
demand for the products of these industries. 

The engineering industries include the pro-
duction of some relatively simple consumer 
durables vsdthin the reach of the middle-income 
strata of the population. As regards more 
sophisticated goods which are the subject of 
more dynamic demand, the situation is still 
clearer, since oiüy a small minority has access 
to them. 

In practice, Üien, industrial development is 
based on and activated by a smaM sector of 
the population. It is thus not surprising tihat 
although the factories are too small, even so 
a v ^ considerable proportion of 'their pro-
duction capacity never comes to be used. Efforts 
at saving, capital formation and absorption of 
external finance are frustrated to a large extent 
because only partial use is made of the plants 
set up with this capital. Only the hi^ degree 
of protection which industry in Latin America 
has enjoyed has enabled it to become established 
and to prosper despite ihe small factories, the 
under-utEization of the capacity of production 
and the high costs which all this involves. 

To sum up, the actual market of the Latin 
American countries is much smaller than the 
potential market. The low per capita income, 
together with its unequal distribution, means 
that a very large proportion of the population 
is unable to translate its needs into effective 
demand. 

T^us, the effective market of the whole of 
Latin America for the chemical and non-
electrical machinery industries is no larger than 
that of individual Europ^ countries like 
France or Italy, and in addition it is fragmented 
because the degree of integration among the 
countries is stifi very small. The proportion 
of the population practically excluded from the 
market because they have an annual income 
of less than 500 dollars is 30 per cent in 
Argentina, 40 per cent in Venezuela, 50 per 
cent in Chile, 60 per cent in Mexico, 80 per 
cent in Colombia and 90 per cent m Honduras. 

In addition to the intern^ limitations of 
the domestic market in each country, there is 
the separation between countries. Factories are 
split up so that each can attend to a national 
market, but as even the countries wth Üie 
largest populations have effective markets which 
are small by intemational standards this re-
quires a v ^ high level of investment per unit 
of production and raises costs to above inter-
national levels, thus making it much more 
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difficult to give oontinui'ty and drive to the 
policy of exporting man\rfactures outside the 
region. These disadvamtages can only be offset 
by means of subsidies. 

Even the largest of the Latin American 
markets, Brazil, which in 1973 included 40 per 
cent of ithe population of the region, only 
accounted for 32 per cent of the regional 
product, while Mexico accounted for 26 per 
cent; among the smaller countries, Bolivia and 
Ecuador each accounted for approximately 
1 per cemt of the Latin American product. 
In terms of this economic indicator, all the 
Andean countries together come between Me-
xico and Argentina, although their population 
exceeds the populations of each of these coun-
tries. 

As regards local sectoral demand, Brazil is 
again the largest market, althou.̂  in some 
sectors it is surpassed by the Andean Group 
and in others by Argentina or Mexico. On the 
whole, and subject to certam differences, the 
three largest countries of the region and the 
Andean Group area constitute markets of 
comparable size. 

The backwardness of the basic industries 
which has already been mentioned, and the 

large imports of goods product by such in-
dustries abroad which are miade n«;essary by 
this state of affairs, paradoxically enough mean 
that Latin America as a whole represents a 
world client of considerabie size. Thus, for the 
engmeering products exported by the United 
States, Latin America is four times as big a 
market as Japan, and for European exports of 
the same items the Latin Am^oan market is 
only a little less than half that of North 
America. As re^rds European exports of non-
electrical machinery, Latin America purchases 
three times more than Japan and only a little 
less than the United States, while the Latin 
American countries as a whole absorb Japanese 
exports equivalent to half of what Üiat country 
exports to Europe. 

The importonce of Latin America as a world 
purchaser of machinery and equipment not only 
brings out the bargaining power it could have 
if a co-ordinated policy were applied but also 
cleaiily indicates what could be achieved through 
the balanced development of the corre^onding 
industries in the countries of the region with 
an eye to regional markets, instead of keeping 
them segregated by countries. 

Similar considerations apply to the chemical 
industry (see table). 

Table 

COMPARISON OF PRICES IN LATIN AMERICA AND IN THE DEVELOPED 
COUNTRIES FOR SELECTED CHEMICAL PRODUCTS 

(^Dollars per ton)»-

Product 
Argen-

tina 
1966 

Brasil 
1968 

Mexico 
1964 

Peru 
1966 

Vene-
zuela 
1965 

United 
States 
1967 

Europe 
1967 

Sulphuric acid 73 47b 34b 92 77 3'0 31-40 
Caustic soda 198 151 126t> 166 155 121 75-103 
Sodium carbonate . . — 137 52» — 50 34 35-53 
Refined glycerine . . . 5451' 680f 61 Ob 5551» 550b 560-830 
Urea — 186 107» — 97b c 110 84-97 
DDT 1011 4801» 580 — — 375 240-260<» 
Polyethylene 955 533 477 — — 3S0 220-250a 
Carbon Black 390 324 240 — 285 140 165-200 

SOURCE: See document ECLA/PC/DRAFT/109, op. 
cit, far data relating the possibility of progress in 
each industry to the size of the market in the ship-
building and motor industries. 

Exchange rates used: oflBcial rates corresponding 
to the price data. 

"Price less than 1.5 times the European price or 
international average. 

«Price below cost. 
^ Usual international level. 
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In many of the basic chemical industries in 
Latin Ameiiica a given capacity (requires be-
tween 40 and 50 per cent more investment 
than in the developed countries, owing to the 
small size of the installations. For most of the 
chemical products on a selected list (including 
sulphuric acid, caustic soda, sodium carbonate, 
urea, DDT, polystyrene,, and carbon black), 
prices in Argentina, Brazil, Mexico, Peru and 
Venezuela are between 50 and 300 per cent 
higher than those charged by standard-size 
international factories. As the most competitive 
international factories are naturally much larger 
than those of standard size, the disparity with 
their prices is even greater. For the resit of the 
countries of Latin America the difference with 
respect to international prices is greater stffl. 

Another significant example is the shipbuild-
ing industry. The individual capacity of Latin 
American shipyards is between 12,000 and 
80,000 gross tons per year (only one has a 
capacity as high as 150,000 tons). In Japan, 
Sweden, Spain and the United Kingdom, in 
contrast, the normal capacity of each shipyard 
is between 500,000 and 700,000 gross tons per 
year, and in some exceptional cases it is as 
high as 1,400,000 tons. The fact that the Latin 
American shipbuilding industry is oriented 
towards separate national markets means that, 
despite the substantial demand for ships in the 
region as a whole, which exceeds the production 
of average European countries with tradition-
ally established production and demand, the 
existing shipyards are small and the vessels 
they build are also small. In Latin America, 
the production of general service cargo ships 
still predomimates,, in contrast to the large-scale 
construction of specialized vessels which takes 
place in the developed countries. The existing 
diseconomies of scale prevent Latin America 
from following the marked present trend 
towards the production of big tonnages and 
specialized vessels. 

A third highly significant example is that 
of the motor industry. For an annual output of 
10,000 vehicles per factory the extra costs in-
volved in the assembly and production of many 
components amount to between 50 and 200 per 
cent on top of the normal cost. For an output of 
50,000 vehicles, although these extra costs are 
much lower, they still amount to between 20 and 
75 per cent for many of the parts. With an 
output of 100,000 vehicles, the extra costs are 
much more reasonable (between 5 and 30 per 
cent),, and although they still considerably 
hamper the possibilities of competing on the 
international market, they come fairly close 

to international conditions. With this latter 
volume of output, the unceDtainty which arises 
tends rather to involve the capacity to continue 
competing in the face of technological change 
and its effects on the economies of scale. Only 
one Latin American factory has reached and 
exceeded the figure of 100,000 vehicles per 
year; all the rest are well below this figure and 
frequently do not even reach the 10,000 vehicles 
mark, thus confirming the great disadvantage 
at which the region finds itself as regards com-
peting internationally with its motor vehicle 
production, except in isolated oases of spare 
parts and components where the economies of 
scale are smaller. SucJi exports as are made 
— p̂redominantly from the region—are made 
possible thanks to high subsidies, but a strong 
sustained outward-directed policy of expansion 
could not be maintained without rationalizing 
the factories, and this in turn would require 
better use to be made of the regional market as 
a whole and more efficient co-ordination of 
policies between the countries. 

Economic integration opens up possibilities 
for increasing the size of markets and may 
therefore help to activate the traditional in-
dustries—especially the basic industries—and 
make tliem more efficient. In many sectors, in 
order for this expansion of the market to be 
effective it is not sufficient to open up local 
markets to intra-area trade: the liberation of 
trade, although necessary, is not enough and 
a certain amount of concerted policy-making 
is also required in the form of programming, 
agreements on investments, long-term trade 
agreements aimed ait favouring specialization, 
etc. If this is not done, the proliferation and 
duplication of plants in each of the sectors 
miay neutralize a substantial part of the po-
tential positive effects of the integration and 
regionalization of the market. Adequate con-
centration of policies could go a long way 
towards improving efficiency, lowering costs, 
and reducing investment needs, although it is 
not always realistic to expect to reach the 
optimum level. 

Obviously, Latin American integration can-
not be proposed as a substitute for the internal 
reforms needed to permit the effective incor-
poration into the market of large sectors which 
are still outside it at present. Integration among 
countries which enables more rapid and efficient 
progress to be made in the basic industries 
does represent, however, a very important com-
plement to national efforts aimed at over-
coming the internal economic and social prob-
lems of the countries. 
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5. Some lessons of the Latin American 
integration experience 

Observation of the integration process in 
Latin America reveals some lessons of obvious 
interest. 

The evolution of the Centré American Com-
mon Market (CACM),. which gives quite a 
clear picture of some of its possibilities and 
problems, shows three distinct stages. The first, 
covering the period 1961-1964, was charaoter-
ized by the implementation of the reciprocal 
trade liberalization and tariff equalization pro-
grammes; during this period tiiere was very 
rapid economic growth stimulated to a great 
extent by the ind̂ ustrial development fostered 
by airea free trade and the protection of the 
common external tariff. The total gross domestic 
product rose by an average of 7 per cent per 
year, the industrial product by 9.9 per cent, 
and intra-zonal trade by 42.6 per cent. The 
period 1965-1968 was one of adjustment and 
occasional tension owing to the rapid growth 
of intra-zonal transactions: commercial im-
balances began to appear between the Central 
American countries as a result of the different 
approaches of domestic policies and the varying 
initial levels of development, which enabled 
some of the countries to make better use than 
others of the advantages accruing from recip-
rocal trade, but intra-zonal trade continued 
to grow at an annual rate which was still very 
high, although somewhat lower than that of 
the preceding period. From 1969 onwards, 
however, there was a drop in intra-zonal trade 
and consequently also in industrial develop-
ment: this crisis in the CACM, which helped 
to check the growth of intra-zonal trade,, was 
largely due to inadequaite progress in the con-
certed policy, which contained only a minimum 
of programming. 

Unlike LAFTA, the growth of intra-area 
trade which took place in the Central Amer-
ican Common Market was based almost en-
tirely on manufactures. Substitute industrializa-
tion developed strongly on the basis of free 
trade within the zone, aided by the common 
external tariff, and this also exerted some in-
fluence on structural change in industry. The 
integration process and the corresponding 
opening-up of intra-zonal trade gave rise to 
considerable import substitution in the case of 
goods originating in third countries, and as a 
result the traditional industries of the coun-
tries of the area were able to meet almost all 
of the increase in demand for products of this 
kind which occurred from 1961 onwards. The 

degree of effective integration of the economies 
of the five countries of the Common Market in 
these sectors is now strong. 

There has also been a vigorous expansion 
of intra-zonal trade in the industries producing 
intermediate gooids and metal manufactures 
and machinery, accompanied by a high degree 
of import substitution and a major increase 
in production. There is also a hi¿i degree of 
integration in these sectors of production, but 
in case the favourable effects are to be 
noted primarily in the production of consumer 
goods or those goods produced with more 
traditional techniques; the effects are much 
less marked in the case of capital goods, and 
those requiring more advanced technology. 
There have also been important changes in 
respect of toilet articles, pharmaceuticals, 
paints, other products of the parachemical in-
dustries, and consumer durables. In the basic 
chemicals industry and other industries pro-
ducing intermediate goods which require more 
advanced technology, as well as in those pro-
ducing capital goods, however, the imiport sub-
stitution rate has been much lower and there 
has been only a limited degree of intra-zonal 
trade, the few exceptions to this state of affairs 
bemg found in the more highly programmed 
part of the integration policy (the integration 
industries), in such fields as the manufacture 
of insecticides, fertilizers and caustic soda. 

The basic industries, whose important role 
in the general development process has been 
mentioned before, require a more systematic 
effort, since mere trade liberalization is not 
enough, even when accompanied by a common 
external tariff. 

In other words, the integration process has 
made more headway through free trade than 
through a deliberate policy containing a con-
siderable programming element, so that the 
most important economic advances stemming 
from integration have occurred precisely in the 
more traditional industries, for which the 
liberalization policy was most favourable. In 
contrast, the basic industries producing inter-
mediate goods and capital goods— ŵith the 
exception of those already mentioned—could 
not develop in a comparable manner, mainly 
because of the absence of a policy on the 
establishment of factories enjoying the con-
certed support of all the coimtries. 

This does not diminish the importance of 
the increase in trade and the development of 
the metal manufactures industry producing 
consumer durables since it can be said that 
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this would not have been possible for coun-
tries like those in Central America without 
integration. A very large proportion of the 
industrialization and develî ment shown by 
the Central American countries today is strictly 
due to integration. 

Another important observation arising from 
examination of the Central American case 
concerns the distribution of the benefits of in-
tegration between the member countries of the 
CACM. These have aU received clear and con-
siderable benefits from the process, inasmuch 
as they have increased thek exports of manu-
factures, acchieved higher rates of industrial 
development and general economic develop-
ment, and brought about important positive 
changes in their productive structure. The 
benefits have not been shared equally, how-
ever. Those countries which were in a better 
position to start with because they had a rela-
tively more developed productive structure, 
and which also applied suitable policies to 
make better use of the advantages of the area 
market (El Salvador and Guatemala are par-
ticularly note-worthy in this connexion), have 
consistently shown positive balances in their 
intra-zonal trade, reflected in a relatively higher 
content of manufactures, and experienced more 
significant induced effects in their domestic eco-
nomies. Those countries where conditions were 
less favourable—^Honduras is the most striking 
example— ĥave sho\m trade deficits with the 
area and experienced a much smaller degree 
of transformation in their trade structure, 
judging from the manufacturing content they 
have managed to incorporate in their exports. 
This is further proof that an integration policy 
based principally on free trade combined with 
a common external tariff, 'though it may favour 
all, tends to offer greater benefits to those eco-
nomies which were initially better prepared to 
take advantage of liberalization. A judicious 
policy containing a good measure of pro-
gramming, which has been relatively little used 
so far in Central America, since the planned 
programming elements have not been fully 
implemented, can help to equalize opportunities 
in favour of those countries which are initially 
less developed and compensate throu^ special 
measures for their initial disadvantages stem-
ming from a less evolved productive structure. 

A few facts and important conclusions 
should also be mentioned as regards the Latin 
American Free Trade Association. 

In spite of LAFTA's slow progress, which 
now amounts to virtual stagnation, the reci-

procal trade between the countries of the Asso-
ciation is nevertheless of great significance, 
rnore on account of the products involvmg a 
high degree of manufacturing which predomi-
nate in it than for its actual volume. Primary 
commodities or semi-manufactures still ac-
coimt for a large share of intra-zonal trade— 
a larger share than in Central America, of 
course— b̂ut the higher rate of growth of this 
trade is due at present to manufactures, and 
particularly to chemical and engineering pro-
ducts. 

Furthermore, engineering and chemical pro-
ducts produced in each country of the Asso-
ciation account for a higher proportion of the 
total exports of each one of them under these 
headings. For example, exports of motor-
vehicles to tiie rest of the area amount to 94.5 
per cent of Argentina's total exports under 
this heading, and the figure is similar for Chile 
(though in this case the exports consist ex-
clusively of components), wlule the figure for 
Brazil is 86 per cent. Almost 60 per cent of 
Argentina's exports of essential chemical pro-
ducts go to other countries of the area, and the 
proportion is also high among the other LAFTA 
members. In the most dynamic industries (en-
gineering and some chemical products), even 
in the case of Argentina and Brazil the area 
market absorbs an appreciable share of total 
exports. In sectors where competition on the 
international market is particularly difBcult, 
the area market plays a major part, since it 
assists the Latin American countries in the 
initial stages of their export efforts. 

Some coimtry figures for 1972 are given 
below by way of example. 

Argentina exported 126 million dollars' 
worth of engineering products, 98 million of 
them to LAFTA. It may be noted that the 
following proportions of Argentina's specific 
exports went to LAFTA countries: almost all 
the motor vehicles (94.5 per cent); 72 per 
cent of the electrical products, and 74 per cent 
of the exports of boUers, machinery, and me-
chanical equipment and implements. Argen-
tina's main cHent for many of these products 
was Chile, but sales to other countries of the 
Andean Group or Brazil were in many cases 
equal to or higher than those to Chile. 

As regards Brazil's exports, in 1972 a very 
large share of total exports of chemical and 
engineering products also went to LAFTA 
countries. Of the exports of engineering pro-
ducts, 65 cent were directed to LAFTA, in-
cluding 58 per cent of Brazil's exports of 
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boilers, machinery, and mechanical equipment 
and implements, and its entire exports of me-
chanical and electric typewriters. Of the ex-
ports of motor vehicles, 86 per cent go to 
Latin American countries. Brazil's main Latin 
American client is Argentina, but in many 
cases imports by the countries of the Andean 
Group (in particular Chile and Peru) reach 
similar or even higher levels. 

In brief, in respect of both Argentina amd 
Brazil, LAFTA absorbs approximately 70 per 
cent of their exports of engineering products. 

Another important aspect to which attention 
should be drawn in connexion with LAFTA 
is the trade resulting from complementarity 
agreements or from other instriiments which, 
either because of their legal similarity or the 
nature of the goods covered by the agreements, 
may be considered very similar to these. As a 
whole, complementarity and other similar 
agreements are of considerable significance in 
connexion with the most important items of 
intra-zonal trade, in spite of the fact that their 
scope is limited to very specific sectors and 
that their progress has not been spectacular. 
Trade under these agreements accounts for 
some 100 million dollars per year, which rep-
resents 22 per cent of the total value of manu-
factures and semi-manufactures coming within 
the group of liberalized imports in zonal trade. 
In Üie case of Argentina and Brazil, 70 per 

cent of their intra-zonal imports of chemical 
products are covered by complementarity 
agreements, and the proportions are also high 
in Mexico and CMe. Figures are also high for 
engineering products (around 50 per cent). 

Another factor worthy of mention in con-
nexion with LAFTA concerns the trade bal-
ances and the trade structure in different types 
of countries. The larger countries (Argentina, 
Brazil and Mexico) have tended to show con-
sistently positive balances in their trade with 
the medium-sized and small countries, while 
the latter have in many casra shown deficits in 
their trade with the larger ones. The trade 
structures of these two types of countries also 
reflect different trends. Tlius, for example, the 
countries of the present Andean Group have 
tended to specialize in exports to the larger 
countries of the Latin American area on the 
basis of their natural resources (non-ferrous 
metals (mainly copper), wood, pidp and 
paper, etc.) while tíiey are net importers of 
more highly processed goods from the larger 
countries. 

In conclusion, it may be pointed out that at 
present there is a definite trend towards reci-
procal trade between neighbouring countries 
or those vñth common historical links, the ties 
between Latin American countries which do 
not share these features being generally 
weaker. 
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WIDENING OF THE CARIBBEAN INTEGRATION PROCESS' 

Preface 

Consideration of measures for widening the 
geographioal scope of the integration process in 
the Caribbean immediately brings into focus 
some questions of relationships of non-
CARIFTA/CARICOM countries with the 
CARIFTA/CARIOOM group. This note con-
centrates on the provisions and procedures re-
lating to membership in, accession to, and 

1 This note on some institutional procedures and 
aspects of the Caribbean integration process was 
prepared by the Port-of-Spain Office of the Economic 
Commission for Latin America. 

association with the Caribbean Community and 
the Caribbean Common Market. 

The expressed interest of some non-
CARIFTA/CAMCOM countries ¡has been "to 
seek Observer Status" presumably as an initial 
step in developing a close working relationship. 
It has to be appreciated however that the term 
"observer" is a generic one covering a wide 
range of situations. The object here is to clarify 
the arrangements in the CARIFTA/CARICOM 
framework, and to identify the possibilities for 
the development of relationships for initiating 
the integration process between the CARIFTA/ 
CARICOM group and other CariWean coun-
tries. 

I. THE RELEVANT BACKGROUND 

The integration process established by the 
English-speaking covmtries of the Caribbean 
has stimulated wide interest in the area, and 
there is substantial goodwill both among the 
participants and non-.p îdpants regarding 
widening the scope of integration. The "Caritn 
bean area, however, presents a variety of poli-
tical, socio-economic, ethnic and lao^age fea-
tures influenced by its history and its former 
or present status of dependency. This con-
siderable fragmentation of the C îbbean into 
language and culture groups, acccording to 
historical association with Metropolitan coun-
tries, presents some special problems for ex-
panding the integration process among the 
countries of the area. 

As a general rule, the isolation between 
English-speaking, Spandsh-speaking, Frmch-
speaking and Dutch-speaking countries has 
b^n so strong that countries in any one group 
are largely ignorant about the economic and 
social characteristics of countries in the other 
groups. Aside from differences that derive from 
language, there have been few established com-
munication links and no tradition of travel be-
tween the countries, so that the stock of every-
day knowledge w.hich populations usually have 
about neighbouring countries barely exists. It 
needs to be borne in mind too, that the Carib-

bean countries are not contiguous, and are 
in some cases separated by large expanses of 
sea.2 

Governments in one culture group faced 
with making decisions regarding the develop-
ment of economic relationships with countries 
in another culture group therefore have the ini-
tial. problem of obtaining basic information 
and disseminating it within their own coun-
tries. Beyond this there is the need also for spe-
cific information as the basis for analysing and 
assessing the implications of alternative lines 
of action. In the Caribbean situation the prob-
lem of assessing the advantages and disadvant-
ages of participation in integration is even more 
acute, because the fact-gathering systems are 
not highly organized; very little specific eco-
nomic and social data is published; and what 
is published seldom circulates in other coun-
tries of even the same language group. 

The first step therefore is to overcome the 
lack of basic information and general knowl-
edge about the neighbouring countries,, which 
is necessary in the process of informing pub-

2 For a fuller exposition reference may be made 
to the paper "ECLA A N D THE CARIBBEAN: Some 
thoughts on Strategy for the Future—ECLA/POS 
7 2 / 6 . " 
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lie opinion. This of course has to be supple-
mented by the specific social and economic 
statistics required for detailed analysis,, always 
bearing in mind that the statistical informa-
tion, where it exists, is seldom on a common 
methodological basis. 

Then there is the need for Governments to 
have the facility of access to specific explana-
tion of the meaning and functioning of the 

integration instruments. The physical aspect 
of making copies of the authentioated texiS 
of the instruments in the original language 
widely available throughout the Caribbean area 
ought not be too difficult. However, there are 
still the problems relating to authenticating 
versions of the texts in other languages, bear-
ing in mind that differences in legal codes make 
it difficult to transfer exact textual interpreta-
tions from one cvdture pattern to another. 

II. TERMS OF THE INTEGRATION INSTRUMENTS 

The provisions of the Caribbean Free Trade 
Association (CAREFTA) Agreement did not 
stipulate any particular set of qualifications for 
joiniog the Association.̂  The concept was that 
any country whatever contemplating any kind 
of formal association with the CARIFTA group 
could enter into consultation with the Council 
of Ministers and from these consultations 
would evolve the suitable terms of association. 
The legal instruments of CARIFTA placed no 
limitation on the nature or scope of such con-
sultations, which it was envisaged woiád be 
determined by the particular circumstances of 
the countries involved. The Council of 
CARIFTA was empowered by the Agreement 
to decide whether or not discussions should be 
initiated, to conduct negotiations if it was so 
decided, and to determine the procedures that 
would apply. 

It is therefore worth noting that the provi-
sions of the Agreement allowed not only for 
other countries to accede to CARIFTA, but 
also for the CARIFTA countries as a group 
to enter into any form of association that might 
be deemed desirable with any third country or 
group of third countries. In each case the 
CARIFTA Council decisions would reflect the 
reciprocal rights and obligations and the com-
mon actions that could be taken by the con-
sulting or negotiatiag parties. 

Only three cases were considered in terms 
of these CARIFTA provisions. The underlying 
circumstances were sufficientiy different to re-
sult in two broad types of actions. These cases 
however stimulated close examination of the 
scope and acceptabMity of several types of re-
lationships some of which were outlined later 
in this note. In the light of the results of the 

examination some specific decisions were taken 
and tíiese are also indicated. The CARIFTA 
arrangements are however being superseded by 
the CARICOM provisions, and while the 
CARIFTA precedents are directly relevant in 
that many decisions wffl need to be taken over 
to CARICOM, any new cases that arise will be 
considered in the context of CARICOM pro-
visions.'̂  

The Treaty establishing the Caribbean Com-
munity (CARICOM) contains somewhat similar 
provisions to those that had been made in 
CARIFTA except that accession to any kind 
of membership is now specifically linuted to 
countries in the Caribbean region. In this regard 
the CARICOM Treaty lists the countries that 
have always participated in the Commonwealth 
Caribbean Heads of Governments Conferences 
as those to which membership is automatically 
open. It also provides for accession of other 
Caribbean countries to full membership of the 
Community.® As with the CARIFTA provi-
sions, there is wide flexibility for negotiating 
the terms of accession to membership and the 
maimer in which such terms would take effect. 
It has to be noted, however, that certain quali-
fications apply to membership in the Caribbean 
Community. TTie Conference of Heads of Gov-
ernments need to be satisfied that the acceding 
country is . . . "able and willing to exercise the 
rights and assume the obligations of member-

3 Article 32 of the CARIFTA Agreement: the 
articles of the various instruments to which reference 
is made in this note are reproduced in the Appendix. 

4 The dates of withdrawal from CARIFTA notified 
in accordance with Article 33 are: 
30 April 1974— Barbados, Guyana, Jamaica, Trini-

dad and Tobago 
October 1974 — Belize, Dominica, Grenada, St. 

Kitts-Nevis-Anguilla, St. Lucia, St. 
Vincent 

January 1975 — Montserrat 
5 Articles 2 and 29 of the Treaty establishing the 

Caribbean Community. 

81 



sMp".® On the basis of this assessment the 
terms and conditions of membership would be 
negotiated. 

To alow for the diverse situations of the 
Caribbean countries, this instrument provides 
for a variety of alternatives. Although it is en-
visaged that mennbers of the Caribbean Com-
munity would also be members of the Carib-
bean Common Market, there is the scope for 
a country to be a member of the Community 
and not of the Common Market.'' There is the 
provision, too, that membership in the Com-
munity is possible even given differences in 
levels of constitutional competence.® 

The CARICOM Trea^ in addition provides 
for Associate Membership which is also limited 
geographically to the Caribbean region, the 
qualification being the same as for member-
ship." In this case also the terms and condi-
tions of association need to be negotiated with 
the Heads of Governments Conference. And 
it is worth noting that no specific link is made 
between associate membership in the Com-
munity, and membership or associate member-
ship in the Common Market. 

The Caribbean Common Market Agreement, 
which is annexed to the Caribbean Community 
Treaty, follows the pattern that membership is 
automatically open to the previous participants 
in CARIFTA.w Also similarly as with the 
Community Treaty, membership in the Com-
mon Market is open to any Caribbean coun-
try. Here again there are dtematives, in that 
it is possible for a country to elect to be a 
member of the Caribbean Common Market 
but not of the Caribbean Community.̂ ! In ad-
dition there is provision for associate member-
ship to the Common Market. It should be noted, 
too, that this is independent of associate mem-
bership in the Community. 

6 The wide variety of constitutional situations of 
the Caribbean countries always has to be borne in 
mind. CARIFTA included in its membership four 
fully independent countries, six partially independent 
states, and two territories in colonial status. Among 
the non-CARIFTA countries the situation is no less 
diverse, resulting in a variety of degrees of constitu-
tional competence to vrndertake legal obligations. 

7 Article 31(1) of the CARICOM Treaty. 
8 Article 31(4) of the CARICOM Treaty. 
9 Article 30 of the CARICOM Treaty. 
10 It would be noted that the list of "founding" 

members for the Caribbean Community includes the 
Bahamas, while the similar list for the Caribbean 
Common Market does not include the Bahamas. 

"Article 65(1) of the Common Market Agree-
ment. 

12 Article 72 of the Common Market Agreement. 

For both Membership and Associate Mem-
bership of the Common Market there is the 
qualification of "ability and wiHmgness to ex-
ercise the ri^ts and assume the obligations" 
of membership. 

It is therefore possible to list a summary of 
alternative types of relationships provided in 
the CARI(X)M Treaty and the Common Mar-
ket Agreement, none of which is conditional 
on any other: 

(i) Member of Community and Common 
Market; 

(ii) Member of Commimiity; 
(iii) Associate Member of Conununity; 
(iv) Member of Common Market; 
(v) Associate Member of Common Mar-

ket. 
And it is immediately evident too that a range 
of combinations are also possible, which are 
not expressly ruled out by the integration in-
struments. 

Few specific procedures are destailed in the 
instruments. In fact for both the Community 
and the Common Market mention is made oráy 
of application for membership or associate 
membership in which the option should be 
stipulated, the type of action that would be 
pursued at the level of the Heads of Govern-
ments Conference, and the specific act that 
would bring membership into effect.̂ ® In arriv-
ing at the specific terms and conditions that 
would apply there is however the significant 
difference between membership and associate 
membership that in the case of the former it 
would be arrived at by negotiation, while for 
the latter it would be determined by the Heads 
of Governments Conference.!̂  

Aside from the possible relationships already 
enumerated as deriving from the main instru-
ments, there are still other possibilities for non-
CARIFTA/CARICOM countries to develê  
integration relationships with the group within 
the workings of some supplementary agree-
ments. While participation in most of the sup-
plementary agreements is conditional on par-
ticipation in the Common Market, there are 

Obviously the only thing required to commence 
the process is a letter from the appropriate Ministry 
of an interested country addressed to the Conference 
through the CARICOM Secretariat. 

This principle applies to both the Caribbean 
Community and the Caribbean Common Market. 
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others which allow for participation by Eon-
CARIFTA/CARICOM countries.̂ s 

15 For example. Articles 1 and 26 of the Agree-
ment on the Harmonization of Fiscal Incentives to 
Industry has the familiar pattern on listing the coun-
tries that participated in CARIFTA as those to 
which membership is automatically open, and making 
provision for accession by any other Caribbean 
country. Similarly, though not directly a part of the 
economic integration machinery, the Agreement 
establishing the Caribbean Development Bank does 
provide another avenue for the forging of working 

While bearinig in mind the range of alterna-
tives oifered by the Community and Common 
Market instruments it is worthwhile to consider 
the precedents that were adopted in the 
CARiIFTA context after examination of various 
constitutional, legal, diplomatic land political 
implications. 

relationships with the C A R I F T A / C A R I C O M group. 
Colombia and Venezuela have acceded to member-
ship in the Bank. 

nr. OBSERVER STATUS 

Since (the inception of CARIFTA oon-par-
ticipating governments interested in developing 
close working relationships with the group have 
invariably expressed this need in terms of "ob-
server" status. Undoubtedly what is sought is 
a situation in which they can obtain, at first 
hand, information on the instruments and prac-
tice of the integration programme. In its com-
mon usage observer status applies to interna-
tional conferences where participation is 
granted without the right to vote. However,, it 
has not been the practice for integration group-
ings to invite non-member states to participate 
in meetings of the prime policy-maMng body. 
In fact if there is a general principle, then it 
would be that observer status as commonly 
understood is never granted to non-member 
states.'® It is therefore of significance to note 
the decisions on the cases that came before the 
CARIFTA Council. 

The first concemed the only country that 
acceded to CARIFTA, Belize, a member of the 
Commonwealth Caribbean Heads of Govern-
ments Conference which bad assisted in for-
mulating the plans for establishing itlie Carib-
bean Free Trade Association, but had indicated 
then that the timing was not opportune for as-
simiing membership in CARIFTA. Mien later 
the indication was given that negotiations for 
its accession should commence, the Council of 
CARIFTA invited that country to participate 
in its working sessions. The negotiations be-

Reference can be made to practice in the Euro-
pean Economic Community, the Latin American 
Free Trade Area, the Central American Common 
Market, the Andean Group, the East African Com-
mon Market. The international economic groupings 
do not make provision for non-member states to be 
admitted as observers because of the need, among 
other things, to preserve the confidentiality of their 
highly delicate negotiations and discussions on both 
intra-regional and extra-regional matters. 

tween Belize and the CARIFTA members were 
conducted within the framework of Council ses-
sions as a particular agenda item, taken along 
with the Other business of the Council. There 
is no doubt that in this way Belize gained an 
intensive insight into the interpretation and 
operation of the CARIFTA Agreement, and 
obtained a fuller understanding of the points of 
view and vital interests of individual member 
countries. On the other hand, the CARIFTA 
member countries were able to assess the needs 
of Belize, the benefits that might be gained on 
both sides, and the 'transitional arrangements 
that might be appropriate. 

The other cases concerned countries that had 
no previous contact vwth the CARIFTA process, 
Surinam and the Netherlands Antilles. The re-
action of the Council regarding countries that 
were not members of the Heads of Govern-
ments Conference was xmderstandably quite 
different.̂ '' Also, the consensus was éiat the 
CARIFTA arrangements should be made to 
operate smoothly before accession of non-
Commonwealth Caribbean cotintries is nego-
tiated. It was not until its Thirteenth Session 
the CARIFTA Council decided that there-
after applications for formal relationships to 
CARIFTA by non-members of the Heads of 
Governments Conference would be considered. 
Against this background it was inevitable that 
when 'there was tiie indication of interest by 
Surinam and fthe Netherlands Antilles in devel-
oping a working relationship with CARIFTA, 
a different formula had to be adopted. The 
decision was to establish a specid relationship 
designated "Liaison Status" to enable Surinam 
and the Netherlands Antilles to meet their needs 
of obtaining the specialized legal, social and 

IT The Heads of Govenmients Conference is the 
supreme body above the Council of Ministers. 
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ecoQOjnic information about the integration 
process, ibat they need.̂ s 

18 This note is concerned primarily with relation-
ship of other countries to the C A R I F T A / C A R I C O M 
group. T o complete the picture however it might be 
noted that the Council o f Ministers also examined 
relationships with non-governmental regional bodies, 
and inter-govenunental bodies both regional and non-
regional. The decision was that observer status as 
commonly understood would be granted to two inter-
governmental regional organizations—the East Carib-
bean Common Market and the West Indies Associ-
ated States Council of Ministers. 

In more limited form observer status would be 
granted to the Caribbean Development Bank and the 
Caribbean Office o f the Economic Commission for 

Latin America, these cases being conditional on the 
participant being the President o r Vice President, o r 
Director o r Deputy Director respectively, so long 
as these posts are held by nationals of C A R I F T A / 
C A R I C O M countries. 

As regards non-governmental regional organizations 
the decision was to establish a JOINT CONSULTA-
T I V E G R O U P consisting of four representatives each 
from the Caribbean Congress of Labour, the Carib-
bean Consumers Committee and the Caribbean Asso-
ciation of Industry and Commerce. This body meets 
annually with the Council of Ministers to exchange 
views on the progress and problems of the regional 
integration movement. The Group may also partici-
pate in some technical meetings, consult on a con-
tinuing basis with the Secretary-General and can 
make recommendations on any matter involving the 
functioning of the Caribbean Common Market. 

IV. THE CARIFTA PRECEDENT—LIAISON STATUS 

Through the arrangement of "Liaison 
Status", these countries have the facility to con-
sult on a continuing basis with the Secretariat 
and wiili the Council of Ministers. However, 
though they do not attend regular Council ses-
sions, special recognition had been given to their 
status as for example at the inauguration of 
the Caribbean Community. 

In its operation the Representative of the 
non-CARIFTA/CARICOM Government can 
conduct discussions at Ministerial or at Secre-
tariat level as the circumstances may require. 
The procedures imply that a meeting between 
the Representative and the CARIFTA/ 
CARICOM Minisiters would be convened on 
request for the purpose of discussing any as-
pect of closer economic relationship with the 
CARIFTA/CARICOM countries. For conve-
nience, such meetings would be scheduled to 
take place prior to CARIFTA/CARICOM 
meetings when the Ministers will have gathered. 
Initially the scope of discussions might be wide-
ranging, narrowing later to specific points of 
negotiation. 

It is implicit in this arrangement that nego-
tiations on accession would not be conducted 
within the normal agenda of CARIFTA/ 
CARICOM sessions. However, the non-mem-
ber State Representative may participate in the 
deliberations of technical committees and work-
ing groups subject to normal considerations re-
garding confidentiality of the proceedings. 

There is no doubt that an important utility 
of Liaison Status for the non-CARIFTA/ 
CARICOM countries is the scope it offers them 
for ascertaining on a "no commitment" basis, 
the most appropriate form of association with 

the CARIFTA/CARICOM group. Within this 
arrangement careful assessment can be made of 
the transaction possibilities, the actual sectors 
in which there can be beneficial functional co-
operation, and the desirable areas of policy co-
ordination. It also allows time for understand-
ing and appreciating the points of view of the 
other countries and the backgrounds from which 
they derive. In short, it is a pragmatic Carib-
bean creation to meet the unique, and extra-
ordinary situation faced by countries in the 
Caribbean. 

While the Council decisions taken under 
CARIFTA Agreement Article 32 made provi-
sion for Liaison Status with CARIFTA, no such 
provision yet exists in relation to CARICOM. 
However, the requirements for continuity from 
CARIFTA to CARICOM will probably make 
it necessary for the Ministerial Council in due 
course to ratify and transfer to CARICOM sev-
eral decisions previously taken in the CARIFTA 
context: very probably included among such 
decisions would be those regarding Liaison 
Status, even if only on a transitory basis. 

In view of the scope it offers for the coun-
tries of the Caribbean to establish contacts 
which by history they have been denied, there 
is a very strong case for retaininig it as an ini-
tial contact relationship in the CARICOM con-
text. The logic of the argument suggest that as 
both the CARICOM Treaty and the Common 
Market Agreement provide for full membership 
or associate membership, and since the option 
needs to be stated in the application, it would 
follow that the negotiations that might develop 
from Liaison Staitus would be directed» to one 
of these two forms of membership, or some 
combination of the two. 
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Several Caribbean countries have already 
endorsed the long-term policy objective of 
working towards full membership of all the 
Caribbean islands and Surinam in a Caribbean 
Community. It is not inconceivable therefore 

that progress could be made by a series of steps 
as the obstacles are gradually removed; perhaps 
through Liaison Status and associate member-
ship to full membership, in either or both the 
Community and the Common Market. 

APPENDIX 

Legal provisions regulating membership, 
accession and association 

CARIBBEAN FREE T R A D E ASSOCIATION 
A G R E E M E N T 

Article 32 
Joining Assodation 

1. Any Territory, though it be not a signatory 
hereto, may participate in this Agreement, subject to 
prior approval o f the Council of the Territory's par-
ticipation in this Agreement on terms and conditions 
decided by the Council. The instrument duly signify-
ing the agreement of the Government of the Terri-
tory to its participation in this Agreement on the 
terms and conditions decided as aforesaid shall be 
deposited with the Government of Antigua which 
shall notify all other Member Territories. This Agree-
ment shall have effect in relation to the participating 
Territory as, and from the time, indicated in the 
Council's decision. 

2. The Council may pursuant to any decision there-
of in that behalf seek to procure the creation o f an 
association consisting of Member Territories, and 
any other Territory, union of Territories, or interna-
tional organization, and embodying such reciprocal 
rights and obligations, c ommon actions and special 
procedures as may be appropriate. 

Article 33 
Withdrawal 

Any Member Territory may withdraw f rom parti-
cipation in this Agreement provided that the Govern-
ment thereof gives twelve months' notice in writing 
to the Government of Antigua which shall notify the 
other Member Territories. 

T R E A T Y ESTABLISHING T H E CARIB B E A N 
C O M M U N I T Y 

Article 2 
Membership 

1. Membership of the Community shall be open 
to: 

( i ) Antigua 
(ii) Bahamas 

(iii) Barbados 
( iv ) Belize 
( v ) Dominica 

(vi ) Grenada 

(vii) Guyana 
(viii) Jamaica 

( ix ) Montserrat 
( x ) St. Kitts-Nevis-Anguilla 

(x i ) St. Lucia 
(xi i ) St. Vincent 

(xiii) Trinidad and Tobago 
( 6 ) any other State of the Caribbean Region that 

is in the opinion o f the Conference able and 
willing to exercise the rights and assume the 
obligations o f membership in accordance with 
Article 29 of this Treaty. 

2. States listed in paragraph 1 (a ) o f this Article 
the Governments o f which sign this Treaty in ac-
cordance with Article 22 and ratify it in accordance 
with Article 23 shall become Member States o f the 
Community. 

Article 22 
Signature 

This Treaty shall be open for signature on the 
4th July, 1973 by any State mentioned in paragraph 
1 ( a ) o f Article 2 o f this Treaty. 

Article 29 
Accession to the Treaty 

1. A n y State or Territory o f the Caribbean Region 
may apply to the Conference to become a member 
of the Community and may, if the Conference so 
decides, be admitted to membership in accordance 
with paragraph 2 of this Article. 

2. Admission to membership shall be upon such 
terms and conditions as the Conference may decide 
and shall take effect f rom the date on which an 
appropriate instrument o f accession is deposited with 
the Secretariat. 

Article 30 
Associate Membership 

1. Any State which in the opinion o f the Heads 
of Government Conference is qualified for member-
ship of the Community in accordance with paragraph 
1 lb) o f Art ide 2 of this Treaty may, upon appli-
cation to the Conference for associate membership 
of the Community, be admitted as an associate mem-
ber o f the Community in accordance with paragraph 
2 o f this Artide. 
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2. On an application made under paragraph 1 
of this Article the Conference shall determine the 
conditions under which the applicant State may be 
associated with the Community. 

Article 31 
Saving 

1. Member States that are not also members of 
the Common Market shall not be entitled to parti-
cipate in the decisions taken under the Treaty relat-
ing to the Common Market. 

2. Decisions taken under this Treaty requiring 
such action shall be subject to the relevant constitu-
tional procedures o f the respective Member States. 

y. Where necessary, Member States undertake to 
take steps as expeditiously as possible to give full 
effect in law to all decisions of the organs and in-
stitutions o f the Community which are binding on 
them. 

4. Member States shall not participate in decisions 
with respect to the subject o f which they d o not 
possess the necessary competence. 

C A R f f i B E A N C O M M O N M A R K E T A G R E E M E N T 

Article 2 
Membership 

1. ( a ) Membership of the Common Market shall 
be open t o : 

( i ) Antigua 
( i i ) Barbados 

(iii) Belize 
( iv ) Dominica 
( v ) Grenada 

(v i ) Guyana 
(vi i ) Jamaica 
(viii) Montserrat 

( i x ) St. Kitts-Nevis-Anguilla 
( x ) St. Lucia 

(x i ) St. Vincent 
(xi i ) Trinidad and Tobago 

( 6 ) any other State o f the Caribbean Region 
that is in the opinion of the Conference 
of Heads o f Government (hereinafter re-
ferred to as the "Conference") mentioned 
in Article 6 of the Treaty establishing the 
Caribbean Community, able and willing 
to exercise the rights and assume the obliga-
tions of membership in accordance with 
Article 65 of this Annex. 

2. States listed in paragraph 1 ( a ) o f this Ar -
ticle the Governments of which are parties to the 
Treaty establishing the Caribbean Community (here-
inafter referred to as the "Treaty") shall become 
members o f the Common Market. 

Article 65 
Accession 

1. A State mentioned in paragraph 1 ( 6 ) of Ar -
ticle 2 o f this Annex may become a Member of the 
C o m m o n Market o n such terms and conditions as 
the Conference may determine. 

2. Any such State shall deposit on or before a 
date appointed by -the Conference an instrument of 
accession with the Secretariat which shall transmit 
certified copies to the Government o f each Member 
State. 

3. Upon such deposit the State shall become a 
member of the Common Market on the appointed 
date. 

Article 72 
Associate Membership 

1. Any state which in the opinion of the Con-
ference is qualified for membership of the Common 
Market in accordance with Article 2.1 (b) of this 
Annex may, upon application to the Council for as-
sociate membership of the Common Market, be ad-
mitted as an associate member of the Common Mar-
ket in accordance with paragraph 2 of this Article. 

2 . On any application made under paragraph 1 
of this Article the Conference shall determine the 
conditions under which the applicant state may be 
associated with the Common Market. 
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SITUATION AND EVOLUTION OF AGRICULTURE 
AND FOOD SUPPLIES IN LATIN AMERICA 

I. INTRODUCTION* 

The five sections composing this document 
analyse a number of aspects of Latin Amer-
ican agriculture, with special emphasis on those 
which have been the most important recently 
and are likely to continue to be so in the im-
mediate and near future. 

Agriculture is of fundamental importance in 
the Latin American region because, with its 
close links to over-all economic development, 
it directly influences the fate of a large seg-
ment of the population through the jobs it sup-
plies and the income it creates. Indirectly it 
affects the standard of living of the whole 
population because of the food and raw ma-
terials which it produces. Throu^ the forei^ 
exchange and the savings that it generates it 
contributes to the tax budget and to invest-
ment financing in different degprees depending 
on the country. 

The agriculture of the region as it is today 
is the result of a complex of different events. 
In each country the agricultural sector has 
come to occupy a specific place and to play 
a specific role in the national economy. This 
place and role are periodically impinged upon 
by factors that the sector itself frequently can-
not control or foresee. Ranging from climatic 
variations to changes in the harmony of world 
markets, such factors ultimately have a direct 
or indirect effect on agricultural activity. A 
suitable economic policy can help agriculture 
to pursue actions that enable the best pos-
sible advantage to be drawn from the new 
national, regional and international economic 
situations and any disadvantages springing 
from them to be alleviated or reduced. 

In each coimtry the real roots of the present 
situation of agriculture lie in the quantity and 
quality of the physical resources of the various 
national territories and in the historic process 
that has determined and shaped the region's 
agrarian and institutional structures. It is pre-

»This study was prepared by the Joint ECLA/ 
FAO Agriculture Division. 

cisely those structures that facilitate or impede 
the attainment by agriculture of its fuH share 
in the basic aim of development, namely the 
best possible use of the physical resources of 
the national territories on behalf of the whole 
population. 

Nevertheless, it is clear that the evolution 
of agriculture is frequently affected by events 
on world markets. Countries are therefore vul-
nerable to such events according to the degree 
of dependence or vulnerability of their pro-
duction and services sectors with respect to 
outside agencies. One factor is the mnount of 
the national output set aside for foreign mar-
kets, while another is the importance of imr 
ports for the domestic supply of agricultural 
products. 

This document is in five distinct sections. 
The first, which consists of this introduction, 
includes a summary of the main conclusions. 
The second situates agricultural activity within 
the general economic context, special attention 
being given to the role played by agriculture 
in the development of the countries of the 
region. The third covers the structure and 
evolution of agricxiltural production in recent 
years; an analysis is given by product in the 
crop-raising and livestock subsector and a gen-
eral picture is drawn of the situation of fishery 
and forestry activities. The fourth concerns the 
availability of productive resources in the re-
gion and discusses some institutional questions. 
The fifth and last section briefly surveys the 
most important recent changes on the inter-
national markets for agricultural conmiodities 
and analyses the influence that such changes 
are exerting on the region. 

Readers may be surprised by the structure, 
content and size of the document and may 
wonder why some aspects are analysed and 
not others, why so much importance is ac-
corded to the international market situation 
and so little to the countries' home markets, 
and so on. Apart from the limitations of time 
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and space in this type of conference docu-
ment, the answer to such questions is simple. 
The faict that the document concentrates on 
the analysis of a few topics in no way means 
that other rural matters are not important for 
agricultural, forestry and fishery performance. 
For example, in the view of FAO, the con-
clusions reached by various studies on the in-
terrelationship between demand and supply 
continue to be valid. The low standards of 
living of vast sectors of the Latin American 
population continue to distort and inhibit do-
mestic demand, resulting in a negative effect 
on both the aUocation and use of factors of 
production and, hence, on the size of output. 

Another notable limitation concerns the 
danger entailed in referring to a Latin Amer-
ican agriculture. Although for purposes of 
presentation and in accordance with the prac-
tice of several authors it is possible to typify 
the different countries of the re^on on the 
basis of certain features of their agricultures, 
it should not be overlooked that such typi-
fications ultimately involve a serious risk of 
distorting reality. The agricultural sector of 
each country in particular responds to concrete 
conditions as far as the structure of the eco-
nomic, social and cultural system to which it 
belongs is concerned. 

In regional studies, the need to aggregate 
certain indicators in order to find features 
common to two or more countries frequently 
leads to mistaken interpretations that do not 
tally with any of the realities examined. Many 
examples of this can be derived from a critical 
observation of each of the indicators com-
monly aggregated or compared. For Latin 
America, one can note the different definitions 
adopted by the countries in order to assess the 
size and structure of their respective rural and 
agricultural populations; the different criteria 
whereby levels of subsistence consumption are 
determined for commodities or population 
groups; the systems of relative and absolute 
prices whereby commodities and inputs are 
valued; systems of national accounts; and the 
quantity, quality and suitability of the sample 
of commodities whereby each of the different 
macro-economic indicators directly or indi-
rectly related to the agricultural sector is 
updated from year to year. 

Despite the limitations mentioned, the prep-
aration of such documents led to some val-
uable conclusions. As a result of the assess-
ment and analysis of production it was possible 

to identify the commodities which, both at 
regional and at country level, determine the 
bulk of total agricultural production. Thus, by 
observing the evolution of just a few, already 
identified, commodities, one can explain much 
of the behaviour of the agricultural sector with 
respect not only to its own evolaition but also 
to the factors of production which it involves. 
The apparent lack of diversification of agri-
cultural production and of exports may be a 
vulnerable point of agriculture, but it also 
possesses the advantage of facilitating spe-
cialization and—through complementation—of 
becoming a strong spur to regional integration. 
With regard to growth on the regional level, 
both crop and livestock production attained 
an annual average of 3.7 per cent between 
1964-1966 and 1970-1972. This average is 
only 0.8 per cent above population growth and 
is below the 4.0 per cent laid down in the 
International Development Strategy as a 
growth goal of agriculture for all the devol-
oping countries during the Second Develop-
ment Decade. 

For the region's agricultural potential, the 
picture is less bright than is frequently alleged, 
at least in the short and medium term. The 
land resource continues to be ill-assessed and 
experience in several countries shows that 
settlement and penetration processes have had 
meagre results. Intensification is thus the most 
practical way to increase agricultural produc-
tion in most Latin American countries. More 
efficient use of the land resource in vast tracts 
of the region is being hampered by a growing 
trend for holdings to become ever smaller and 
by the persistence of traditional land-tenure 
structures. Closely linked with this, manpower 
appears to be taking the opposite direction to 
that of the land factor and is concentrating in 
the smaller categories of holding. Precisely 
because of the proliferation of tiny holdings 
(minifundia), the problem of manpower con-
centration and of rural under-employment 
could even be getting worse. Even the intro-
duction of modern methods and capital for-
mation in agriculture apparently continue to 
show a persistent tendency towards concen-
tration in a few large production units. As re-
gards institutions, it is clear that side by side 
with definite advances in research and exten-
sion the traditional defects of the public sector 
in the re^on remain. Particularly evident are 
the perennial weakness of agriculture min-
istries and the constraints on national and 
sectoral planning systems. 
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As is already known, several world events 
have caused an unprecedented rise in prices 
and a relative shortage of some agricultural 
commodities. This has produced different 
effects on the countries of the legjon depending 
on the dependence or vulnerability of their 
economies with respect to their foreign trade. 
An analysis of what has happened in recent 
years to Latin American external agricultural 
trade appears to show some neglect of oppor-
tunities for the region as a whole. Thus, al-
though the region has benefited by a net gain 
in volume because of changes in international 
prices, agricultural exports have grown at an 
appreciably lower rate than world agricultural 

trade, which means that Latin America is 
losing its relative position in world export 
trade. Recent international events provide 
Latin American countries with an opportunity 
to regain a stronger position as producers and 
exporters and to secure for regional integra-
tion, first, a more dynamic role in agricultural 
development and in the framing of joint eco-
nomic and trade policies and, secondly, a 
strategic role in improving the levels of supply 
of agricultural commodities, especially food, 
for tieir populations. Against the background 
of a necessary world strategy of international 
agricultural adjustments, regional co-operation 
thus emerges as a suitable means of contribut-
ing to those ends. 

II. THE AGRICULTURE SECTOR WITHIN THE GENERAL ECONOMIC CONTEXT 

In order to situate agriculture in the general 
economic context in Latin America, it must 
first be pointed out that in 1972, 40 per cent 
of its inhabitants could be regarded as working 
in agriculture, i.e., about 120 million people, 
with an annual growth rate of 1.1 per cent in 
the last few years. The total population, which 
in 1972 was over 300 million inhabitants, is 
growing, however, at a rate of 2.9 per cent. 
As is known, the growth rate of the rural, and 
hence of the agricultural, population has been 
falling steadily. In 1960, the region's agri-
cultural population accounted for over 50 per 
cent of the total population and was growing 
at an annual rate of approximately 1.6 per 
cent, (see table 1). 

One of the primary functions of agricultural 
activity is to generate the income required by 
the population dependent on it for an accept-
able standard of living. The inability of agri-
culture to fulfil this function is therefore con-
sidered in Latin America to be the main cause 
both of the poverty of the rural inhabitants and 
of the spontaneous movement of the population 
from the countryside to the towns. 

It can be said that the region's economic 
structures are holding back a higher growth 
of production. The reason for this is that the 
necessary machinery is lacking for ensuring 
a proper balance between the different sectors 
of activity—a balance which should take the 
form either of a more uniform treatment as 
between agricultural and non-agricultural fac-
tors of production or of more equitable price 
relationships allowing greater flexibility in intra 
and intersectoral transfers. 

Here the relative price structure has clearly 
been unfavourable to the agricultural sector, a 
situation which has been worsened by the 
inflation prevailing in most of the countries of 
the region.̂  Even with export commodities 
whose prices on the world market have risen 
substantially the rises have often not favoured 
farmers proportionately because of internal 
marketing and processing structures. In some 
cases, the responsibility lies with the processing 
industries and in others with the internal mar-
keting enterprises and structures. In fact, these 
act as filters or shock-absorbers which prevent 
the new demand and new prices from imping-
ing directly on the producing sector and which 
consequently stop the increased income result-
ing from the higher prices from being translated 
into real benefits to the producers and agricul-
tural population in general. Frequently, more-
over, the potential size of demand does not 
have its full effect on agriculture, owing more 
to the inherent rigidities of the processing and 
marketing sector than to the production sector. 

A good example of this in the last few yeare 
is the beef situation in Central America. Ini-
tially the rise in external demand and the 
resulting price increase led to a restriction of 
domestic supply and to increased exports with 
signs of excessive inroads into the livestock. 
This stage was followed by an unprecedented 
growth of the meat processing industry (can-
ning, sausage-making, freezing, etc.), which 
did not match the much weaker impact on the 

1 The strong rise undergone by the prices of various 
agricultural commodities o n the world market may 
have temporarily modified these terms of trade. 
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Table 8 

LATIN AMERICA: RELATIVE SITUATION OF AGRICULTURE» 
^Percentages) 

Country 

population Agricultural GDP Income External trade 

Country 
Agri-

cultural 
population 
over total 
population 

Agri-
cultural 

GDP over 
total 

Agricultural 
GDP per 

inhabitant 
over total 
GDP per 

inhabitant 

Average 
agri-

cultural 
income 

over total 
average 
income 

Agri' 
cultural 
exports 

over total 
exports 

Agri-
cultural 
imports 

over total 
imports 

Agri-
cultural 
imports 

over agri-
cultural 
exports 

Argentina 14 12 82 85 84 7 9 
Barbados 22 12 56 56 61 24 145 
Bolivia 57 21 37 39 9 20 m 
Brazil 42 18 43 46 67 9 18 
Colombia 42 29 67 70 81 10 14 
Costa Rica 45 22 49 55 75 13 26 
Cuba 32 
Chile 25 9 38 40 3 'Í9 567 
Ecuador 53 26 49 51 89 9 12 
El Salvador 56 27 49 53 64 12 21 
Guatemala 59 28 46 47 60 7 13 
Guyana 32 20 63 63 
Haiti 76 48 65 65 
Honduras 69 35 50 52 79 10 13 
Jamaica 25 9 37 37 
Mexico 45 11 25 28 35 8 33 
Nicaragua 54 28 5il 54 75 10 16 
Panama 42 18 44 44 64 11 56 
Paraguay 52 34 64 67 67 8 13 
Peru 44 16 37 40 18 18 84 
Dominican Republic . . . 59 22 34 35 84 12 17 
Surinam 26 5 17 303 
Trinidad and Tobago . . 16 7 43 43 8 10 159 
Uruguay 16 20 ny 126 25 
Venezuela 20 7 28 29 1 11 615 

SOURCE: ECLA, CELADE, FAO. 
"The data refer to the year 1972, except for ex-

ternal trade where they refer to 1971, with the ex-
ception of Colombia 1970, Chile 1969, Uruguay 
1972 and Surinam 1970. 

traditional livestock-raisiag sector in regard to 
prices and, hence, to incomes. In the third 
stage, through vertical integration, the pro-
cessing industries have been extending tiieir 
field of activity to livestock raising. This phe-
nomenon, although it has led to a significant 
Lacrease both in meat production and in the 
growth of livestock numbers, has simultane-
ously caused a tendency for the income from 
that greater activity to become concentrated 
in a few hands. 

Thus, because of a sectoral situation im-
favourable to agriculture, the value added by 
processing and m̂ arketing activities for the 
same products of agricultural origin appears 
disproportionately large compared witii the 
value of their respective raw materials. In the 
over-all context, it is an accounting phenom-

enon resulting from the measurement and 
assessment of sectoral activities. Ftirthermore, 
the use of constant prices conceals these and 
other variations, thus greatly contributing to 
the distortion of the real position of each 
sector within the economy as a whole. 

Nevertheless, even bearing in mind the points 
made in the previous paragraphs, there is no 
alternative but to measure the importance of 
the agricultural sector in the various countries 
of the region through its relative share in the 
formation of the total GDP. M 1972 the share 
was less than 7 per cent in Venezuela but 
nearly 35 per cent in Honduras. Because of 
the quicker growth of the other sectors this 
percentage has been falling in practically all 
countries (see table 2). 
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Table 8 
LATIN AMERICA: AGRICULTURAL GDP AS PERCENTAGE OF TOTAL GDP 

{Total GDP = 100) 

Country I960 1965 1970 1971 1972 

Argentina 16.6 16.0 13.5 12.6 11.6 
Barbados» b 28.0 26.2 14.7 12.7 12.4 
Bolivia 30.6 28.5 21.7 21.8 21.0 
Brazü 22.1 23.5 19.1 19.1 18.0 
Chile 34.1 31.1 29.7 28.8 28.5 
Colombia 27.0 24.9 22.8 22.7 22.2 
Costa Rica 12.1 10.2 9.8 9.6 9.3 
Dominican Republic . . . 36.8 33.9 29.1 27.7 25.8 
Ecuador 32.4 28.6 27.3 27.3 27.2 
El Salvador 30.4 28.9 27.5 27.5 27.5 
Guatemala 26.5 24.8 19.3 20.5 20.0 
Guyana» 48.5 50.2 49.0 49.2 48.2 
Haiti 37.4 36.1 33.3 34.6 34.5 
Honduras 12.0 11.6 8.3 9.2 9.1 
Jamaica® 16.6 14.8 12.2 12.0 11.2 
Mexico 30.4 32.3 29.9 28.5 27.8 
Nicaragua 24.8 23.1 19.6 18.9 18.3 
Panama 39.0 38.2 33.7 33.5 33.5 
Paraguay 24.1 20.2 19.1 18.1 16.3 
Peru 31.5 27.7 24.0 23.1 21.6 
Trinidad and Tobagoa . . 11.9 9.0 7.2 6.9 6.8 
Uruguay 19.3 21.5 20.0 20.0 19.6 
Venezuela 7.1 6.5 7.0 6.9 6.9 

SOURCE: E C L A . 
a Computed from series at current prices, 
b Agricultural GDP includes sugar manufacture. 

One of the most significant contributions of 
agriculture to the over-all ecc/nomy of Latin 
America has undoubtedly been exports of agri-
cultural commodities; in some countries these 
have been extremely dynamic. The income 
generated by this trade is of fundamental im-
portance to the balance of payments of most 
countries of the area, with the exception of 
Venezuela, Chile, Bolivia and, to a lesser ex-
tent, Peru. Table 1 shows that the only coun-
tries which finance their imports of agricultural 
products from foreign exchange resources of 
non-agricultural origin are Barbados, Bolivia, 
Chile, Surinam, Trinidad and Tobago, and 
Venezuela. In most of the other countries the 
figure does not exceed 25 per cent, which 
clearly indicates that in most countries of the 
region exports of agricultural origin are key 
lEactors in financing 'the imports required both 
for the consumer market and for the devel-
opment of other sectors. 

Furthermore, the agricultural commodity 
export sector represents an activity with a 
savings capacity and contributes greatly to the 

financing of the tax budget, hence its impor-
tance for the over-all development process of 
the countries. Although it is a sector which, 
from the point of view of treatment, is more 
closely connected with the tertiary sector of 
the economy, it cannot be overlooked that 
practically all its raw material comes from 
primaay agricultural supply. Institutionally and 
organically the agricultural exporting sector is 
linked loosely or tightly to the primary sector, 
depending on the country. However, as already 
mentioned, together with the agricultural com-
modity processing sector the exporting tertiary 
sector acts as a filter that frequently prevents 
market situations from directly favouring the 
primary production sector. 

If this function of agriculture is viewed an-
other way, that is, from the viewpoint of the 
production activity corresponding to the goods 
destined for foreign markets, it appears rele-
vant to recall the decisive part which is being 
and has been played by agricultural exporting 
in matters such as the introduction of tech-
nology into farming— ŵhether such technology 
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is created, imported or adapted—or into the 
construction of physical infrastructure in rural 
areas. The past benefit of these two partial 
aspects of progress for integrated development 
is questionable. In many cases they have pro-
duced distortions and imbalances. Certainly, 
however, in any clear conception of economic 
and social development it must be borne in 
mind that the technology introduced and the 
infrastructure built and existing now form part 
of the assets of each of the countries and are 
therefore basic ingredients in the orchestration 
of agricultural policies. 

Another important aspect which situates the 
agricultural sector in relation to over-all de-
velopment is its capacity to use manpower pro-
ductively and to condition rural living. The 
agricultural sector is frequently held respon-
sible for not creating sufficient productive jobs 
to provide the whole rural ĵ pulation with 
suitable employment opportunities and, espe-
cially, to enable it to attain income levels suffi-
cient to meet their basis needs. On this point 
too some observations are called for. 

Apart from some periods and countries in 
which agricultural production grew at appa-
rently satisfactory rates, virtually nowhere in 
the region has the development process pro-
duced an agricultural growth rate capable of 
eliminating the relative lag from which the 
inhabitants of rural areas suffer. The low aver-
age income of the active agricultural popula-
tion̂  means that the real-income levels of the 
agricultural population are insufficient, a phe-
nomenon aggravated by the unequal distribu-
tion of the benefits generated by agricultural 
activity. Expressed in 1960 dollars, the aver-
age income for the whole economy exceeded 
US $1,500 a year only in Costa Rica, Panama, 
Argentina, Chile, Mexico, Uruguay and Vene-
zuela. At the other extreme, in Honduras, 
Bolivia and Paraguay it did not even reach 
US $1,000 a year. On the other band, the 
average income from agricultural activity in 
all countries except Argentina and Uruguay is 
under US $1,000.3 Table 1 contains, for the 
year 1972, a column showing the average agri-
cultural income as a percentage of the total. 
On the basis of this parameter, in which the 
economically active population is regarded as 
fully employed, the relative disadvantage of 
fee agricultural sector in Latin America vis-
a-vis the other sectors is striking. Just as one 

2 Defined as the quotient of the GDP and the 
economically active population. 

3 Argentina US $2,400, Uruguay US $2,260. 

cannot refer to the unemployed urban popu-
lation as unemployed industrial population, so 
is it incorrect to hold the agricultural sector 
responsible for rural unemployment.̂  Rural 
unemployment, together with urban unemploy-
ment, is a problem that concerns the whole 
economy and not one particular sector. In eco-
nomies without full employment, as is the case 
foff all Latin American countries, each sector 
must make its contribution to solving this prob-
lem insofar as its own policies on production 
and the use of alternative technologies permit. 

In Latin America, one of the serious struc-
tural imbalances in its economies lies precisely 
in the treatment of the various factors of pro-
duction, the remuneration of which does not 
always accord with the real function of each 
in the fundamental objectives of the develop-
ment .process. The manpower factor, in parti-
cuiar, which is the most important because the 
remuneration of labour is ultimately part of 
the very purpose of development, is often 
ignored in the name of a misunderstood busi-
ness efficiency. This directly affects job oppor-
tunities throu^ the indiscriminate introduction 
of technology, and indirectly and for the same 
reason helps to accentuate income concentra-
tion and the exclusion of the rural community. 

The foregoing considerations are proof of 
a serious under-employment problem in Latin 
American agricultare despite a heavy drain of 
rural population, most of which emigrates to 
the great metropolises. Altogether it is esti-
mated that rural-urban migration represented 
a movement of around 18 miffion inhabitants 
between 1961 and 1970. 

However, .there are profound differences be-
tween countries. In only .two counteies of Latin 
America (Argentina and Uruguay) is an ab-
solute clear fall recorded in the economically 
active agricultural population, while in another 
two (Chile and Venezuela) only a very slight 
faM or at least a halt is noticed. In the other 
countries the labour force continues to grow— 
in some cases, such as that of nearly all Central 
American countries, at fairiy high rates. 

Although existing information is fragmentary 
and the criteria for measuring the tiieoretical 
surplus of manpower in agriculture are weak, 
estimates have been made by PREALC® which 
shed some light on the problem. According to 

4 This does not mean that the Latin American 
agricultural sector cannot increase its manpower 
absorption level. 

•'i Programa Regional del Empleo para América 
Latina y el Caribe (Regional Employment Pro-
gramme for Latin America and the Caribbean). 
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the estimates, the suiplus for the region as a 
whole is a little over one third of the total 
agricojlturai labour force, although in some 
coimtries like Bolivia,. Ecuador and Peru the 
figure is 50 pr cent and in Central America 
and the Caribbean over 40 per cent. 

Finally, in this conspectus of the contribu-
tion of agriculture to tiie development of the 
Latin American countries, some remarks should 
be made about the evolution of the food and 
nutrition situation. According to data from the 
Food Balance Sheets,, Latin America improved 
its food situation between 1961 and 1970, the 
ratio of available calories to requirements hav-
ing risen from index 100 to index 105. The 
average improvement of 5 per cent for the 
whole region means that a situation of relative 
balance between calorie supplies and require-
ments in 1961 became one of relative surplus 
in 1970. 

Nevertheless, such regional averages conceal 
appreciable performance diflEerences between 
the different countries of the region and, with-
in each country, between the different socio-
economic strata of the population. As can be 
seen from table 3, Paraguay with an average 
of 2,800 calories per person exceeded the es-
timated calorie requirements by around 21 per 
cent in 1970, whüe Haiti recorded a 24 per 
cent deficit. According to the data in table 3, 
only a few countries registered a significant 
improvement in their average nutritional situa-
tion. Of the 25 countries included in the table, 
10 had an increase in the supply of calories 
per inhabitant exceeding 10 per cent, but among 
them are four countries (Bolivia, Ecuador, 
Guatemala and Honduras) in which, despite 
that improvement, the absolute average level 
in 1970 continued to be very low. By contrast, 
there was an absolute fall in five countries, al-
though among them is Uruguay, which never-
theless had a fairly high level in 1970 of over 
2,800 calories per day. 

In accordance with the conclusions of 
specialist nutritional circles, the former em-
phasis on the protein content of the diet has 
shifted in recent years to what is now regarded 
as the main problem: the total amount of 
energy available, ^though the magniitude of 
the protein problem may have lost some of 
its relevance foHowing suc3i scientific conclu-
sions, it is interesting to see in table 3 that 
in 1970 there were still 17 Latin American 
countries with a per capita protein consump-
tion of under 65 g a day, and that seven of 
them did not even have 55 g a day, the min-

imum bdug 40 g a day for Haiti. There were 
some coimtries like Surinam,, Costa Rica, Gu-
yana and Jamaica where a considerable in-
crease in protein consumption took place dur-
ing the last decade. In most of them, however, 
the variations were small and in some cases 
negative. 

Insufl&cdent information is available to de-
termine with acceptable accuracy the number 
of persons suffering from malnuitrition in 
Latin America. Nevertheless, estimates taken 
from current work place the figure at around 
37 million persons, which would represent 
some 13 per cent of the region's tot^ pop-
ulation. Furthermore, a review of the surveys 
on malnutrition among children under five 
years of age shows that, out of a total of 170,-
000 children examined in 20 Latin American 
countries, over 1 per cent suffered from severe 
malnutrition and about 15 per cent from 
moderate malnutrition.® If these results are 
extrapolated to the whole of the child popula-
tion in this age group it means Aat in the 
Latin American region there are some 600,-
000 severely malnourished children and nearly 
7 million suffering from moderate malnutrition. 

Although no systematic or complete surveys 
on the food consvmiption and nutritional status 
of the population by socio-economic strata have 
been performed in most Latin American coun-
tries, it is probable that ail those 40 million 
oases of malnutrition in its various degrees 
occur in the poorer strata of the population, 
for studies in various parts of the world, in-
cluding Latin America, bear convincing wit-
ness to the close relationship between levels 
of income, food consumption and nutrition. 
The problem is particularly serious for tíie 
poor in urban areas, especially those that have 
recently moved from the countryside. Without 
access to the subsistence production on which 
they depended during their days in the country-
side and deprived of any regular or adequate 
income with which to buy enough food, such 
persons usually find themsdves in a desperate 
plight. The rural poor, although slightly better 
placed than their urban counterparts, often 
display quite pronounced signs of malnutrition 
for the reasons mentioned. Those worst off are 
the landless labourers who have only temporary 
employment and hence a low and hî ily irre-
gular income. Although not so badly off, mini-

«J. M. Bengoa and G. Donoso, Prevalence of 
protein-calorie malnutrition. Compilation of results 
from 101 surveys, 1963-1973. T o appear in the F A O 
Protein Advisory Group Bulletin now in press. 
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Table 3 

L A T I N A M E R I C A : A V E R A G E FOOD SUPPLY PER I N H A B I T A N T 

(in nutritional terms) —1961 and 1970 

population 
(thousands) 

Caloñes 
(units/day) 

Protein 
(g/day) 

Calories. Supply 
over requirements 

Country 
1961 1970 1961 1970 1961 1970 1961 1970 

Argentina 21 203 24 304 3 060 3 150 97.7 98.6 115 119 

Bolivia 3 778 4 658 1 6 4 0 1 8 4 0 43.2 45.8 69 77 

Brazil 71 845 93 029 2 430 2 600 60.7 63.3 102 109 

C o l o m b i a 15 878 2 1 3 6 3 2 180 2 250 49.8 50.8 94 97 

Costa Rica 1 281 1 7 9 8 2 200 2 470 54.9 63.0 98 110 

Cuba 6 939 8 392 2 500 2 500 62.8 62.8 108 108 

Chile 7 882 9 780 2 350 2 460 66.8 70.9 96 101 

Ecuador 4 498 6 089 1 850 2 040 46.2 49.0 81 89 

El Salvador 2 586 3 454 1 870 1 890 53.1 51.3 82 82 

Guatemala 3 939 5 111 1 8 9 0 2 120 53.4 58.7 86 91 

Guyana 580 744 2 290 2 080 35.1 47.4 101 92 

Haiti 4 2 3 0 5 229 1 8 2 0 1 7 2 0 40.2 38.7 81 76 

Honduras 2 003 2 704 1 9 0 0 2 180 52.5 57.7 84 96 

Jamaica 1 646 1 9 9 6 1 940 2 300 46.0 56.0 87 103 

M e x i c o 37 275 50 710 2 500 2 560 65.0 65.1 107 110 

Nicaragua I 548 2 021 2 100 2 380 67.8 70.1 93 106 

Panama 1 0 9 6 1 4 6 8 2 560 2 520 59.1 60.5 111 109 

Paraguay 1 7 8 5 2 406 2 580 2 800 76.1 73.5 112 121 

Peru 10 323 13 587 2 290 2 310 61.0 61.5 97 98 

Puerto R ico 2 409 2 842 2 530 2 530 67.3 67.3 112 112 

Dominican R e p 3 187 4 292 2 080 2 060 45.7 50.1 92 91 

Surinam 299 393 1 910 2 330 44.2 56.1 84 103 

Trinidad and T o b a g o . . . 868 1 0 7 0 2 360 2 360 63.9 63.9 98 97 
Uruguay 2 575 2 886 3 070 2 860 110.2 95.6 115 707 

V e n e z u d a 8 004 10 755 2 230 2 460 58.6 62.3 90 106 
Latin America 217 657 280 672 2 410 2 510 63.7 65.0 100 105 

SOURCE: FAO. 



fundió operators and subsistence faanmers in 
general are also in precarious circumstances. 
Because they have very little land, water, capi-
tal or technical knowledge, it is hard for tiiem 

,to feed their families properly even in years 
of good harvests and Iheir nutritional level is 
liable to deteriorate sharply during poor harvest 
or in the pre-harvest periods when they have 
exhausted their supplies. 

Deficiencies in food marketing aggravate the 
nutritional effects of the unequal patterns of 
income distribuition prevailing in most Latin 
American countries. Such deficiencies tend to 
weigh more severely on the |wor consumers 
— p̂articularly those in the marginal areas of the 
major urban centres— b̂ecause of higher prices, 
lower food quality and lack of suitable facili-
ties for food purchase. 

HI. STRUCTURE AND EVOLUTION OF PRODUCTION 

1. Agricultural production 
According to the gross value of agricultural 

l̂ oduction, the five most important commodi-
ties— b̂eef, milk, maize, coffee and pork—ac-
counted for nearly 50 per cent of the regional 
total in 1972. Looking at the same five main 
commodities in the individual countries, it is 
found that the figures are somewhat over 50 
per cent, except in Brazil and Ecuador where 
they are slightly lower. For the region as a 
whole, 16 commodities represent a little more 
than 80 per cent of tíie gross value of produc-
tion (see table 4).'̂  

As regards the end-use of regional agricul-
tural production, around a quarter of this goes 
for export, while its composition by item is 
confined to half a dozen commodities. From 
a quantitative viewpoint the foregoing dearly 
points to a lack of diversification of agricul-
tural production in Latin America. 

From table 4 it can also ibe seen that Brazil, 
Mexico and Argentina contribute nearly two 
thirds of the total gross value of regional agri-
cultural production, which indicates that in any 
analysis at regional level there is a risk that 
the regional aggregate wiJl largely reflect the 
situation of ithose three countries.® 

Table 5 was nevertheless drawn up, and it 
shows in aggregate form the recent trend of the 
physical volume of agricultural production for 
the period between 1964-1966, 1970-1972 and 
1973 wtih its first provisional figures. The table 
indicates that average growth between 1964-
1966 and 1970-1972 was 3.7 per cent a year 
both in crops and livestock products, and 3.1 

The 16 commodities include without exception all 
the five most important commodities f or each country 
individually. 

8 These countries have 65 per cent of the regional 
population and 69 per cent of the potential agricul-
tural land. 

per cent between 1972 and 1973, which in 
both cases is below the 4 per cent laid down 
in the International Development Strategy as a 
growth goal of agricultiure for the whole of 
the developing countries during the Second De-
velopment Decade. 

As regards crops, and still at the regional 
level, oilseeds are conspicuous by their rapid 
expansion. Among them are soya beans, whose 
rate of growth has been speotacidar. Fruits also 
underwent rapid growlli; for citrus fruits and 
bananas there is toth a greater relative wei|Jit 
and a higher rate of increase. Sugar, which 
developed slowly until 1972, experienced a 
sudden expansion in 1973, which may be due 
to the excellent prices reached on world miar-
kets and to relatively satisfactory climatic con-
ditions. Cereals, roots and pulses and vegetables 
maintained a modest rate of increase, with the 
possible exception of 1972 when production, 
especially of maize and potatoes,, dropped fol-
lowing the drought thiat struck several coun-
tries in the region. However, 1973 production 
levels point to a good recovery for these items. 
FmaUy, vegetable fibres showed marked fluc-
tuations due mainly to the instability of prices 
on the international market. For tíiese com-
modities too a favourable tendency is observed 
in 1972 and 1973 which will probably increase 
in the future, particularly for cotton, through 
the effect which the energy crisis is having on 
the prices of synthetic fibres. 

The livestock production subsector as a 
whole shows fairly steady growth in recent 
years, but this is not so for each item indi-
vidually. For beef, the irregular trend of pro-
duction registered between 1970 and 1973 
can be largely ascribed to the animal-produc-
tion cyde in the countries of the River Plate 
Basin. Pork and poultry, on the other hand, 
showed a strong and steady increase for that 
period. 
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LATIN AMERICA: 

Table 8 
TREND OF THE PHYSICAL VOLUME OF AGRICULTURAL PRODUCTION 
BY ITEMS OF PRODUCTION IN THE 1964-1966/1972 PERIOD 

Products 
Weight 

1970-1972 
(%) 

Indexes 

1970 1971 1972 1970-1972 

Cereals 20.0 112.0 
Maize 9.9 125.0 
Rice 4.3 119.7 
Wheat 3.6 90.7 
Others 2.2 164.4 

Roots and tubers 5.6 121.3 
Potatoes 2.5 122.7 
Cassava 2.5 120.7 
Sweet potatoes 0.6 119.2 

Pulses and vegetables 5.4 113.4 
Dried pulses 3.2 104.4 
Vegetables 2.2 126.5 

Oilseeds^ 3.6 159.9 
Soybeans 0.9 300.2 
Groundnuts 0.7 104.0 
Sesame seal 0.4 126.4 
Sunflower seed 0.3 157.7 
Linseed 0.2 106.3 
Castor oil seed 0.1 104.8 
Rape seed t 104.2 
Other oilseeds 1.0 102.8 

Sugar 4.0 113.8 
Sugarcane 3.9 111.9 
Sugar beet 0.1 187.1 

Fruits • 8.9 124.6 
Bananas and plantains 4.3 126.6 
atrus fruits 2.1 138.5 
Grapes 1.4 100.9 
Apples 0.2 105.7 
Other fruits 0.9 123.9 

Beverages and tobacco 9.1 101.0 
Coffee 7.3 98.1 
Cocoa 0.9 118.6 
Tobacco 0.7 113.4 
Tea and maté 0.2 88.4 

Vegetable fibres 4.4 98.8 
Cotton® 4.3 98.8 
Other fibres 0.1 99.1 

Natural rubber 0.1 90.3 
Meat 22.0 123.9 

Beef 13.5 123.0 
Pork . 5.4 117.6 
Poultry 2.6 146.2 
Sheep meat 0.5 99.5 

Other livestock products 16.9 118.1 
Milk and milk products 11.0 112.6 
Eggs 4.9 135.3 
Wool 1.0 94.9 

Total crop production 61.1 115.2 
Total livestock production 38.9 121.4 
Total agricultural production 100.0 117.6 

SOURCE: Joint ECLA/FAO Agriculture Division. 
«Excluding cottonseed. 

126.4 
128.6 
114.0 
97.3 

188.0 
120.5 
1.16.5 
123.7 
124.4 
118.3 
111.4 
128.3 
177.8 
396.0 
116.6 
116.9 
115.0 
55.2 
96.8 

122.2 
100.3 
116.9 
115.4 
176.8 
133.0 
131.8 
151.7 
117.7 
103.8 
124.3 
135.4 
139.1 
128.8 
115.0 
93.8 
86.6 
86.0 

113.8 
87.1 

120.4 
112.1 
125.0 
158.3 
98.9 

126.2 
121.3 
144.4 
90.4 

126.9 
122.9 
125.3 

1964-1966 = 100.0 
115.1 
110.4 
119.4 
102.1 
148.9 
118.7 
109.6 
127.5 
120.3 
118.6 
110.2 
.131.0 
248.9 
683.6 
101.5 
96.8 

116.1 
53.3 
84.7 

116.7 
117.5 
119.1 
118.4 
149.5 
132.7 
134.4 
148.2 
108.7 
119.9 
128.5 
127.6 
130.4 
lil9.7 
116.4 
95.2 

105.3 
105.2 
1 1 0 . 1 
93.5 

127.7 
120.6 
130.7 
165.4 
96.7 

129.2 
1123.1 
152.0 
84.8 

127.6 
128.4 
127.9 

121.2 
121.4 
117.7 
96.7 

167.1 
120.1 
1 1 6 . 2 
124.0 
121.3 
116.7 
108.6 
128.6 
195.5 
459.9 
107.4 
113.4 
129.5 
71.6 
95.5 

113.9 
106.9 
116.6 
115.2 
171.1 
130.1 
130.9 
146.1 
109.1 
109.9 
125.5 
121.2 
122.5 
122.3 
115.0 
92.5 
97.0 
96.7 

107.3 
90.3 

124.1 
118.6 
124.4 
156.6 
98.4 

124.5 
119.0 
143.9 
90.1 

124.3 
124.3 
124.3 

1973 

123.1 
126.2 
126.7 
96.9 

142.2 
121.9 
112.6 

120.8 
112.1 
133.4 
271.3 

133.4 

131.9 
133.9 
151.9 
111.1 
83.5 

114.9 
114.9 
116.6 
118.4 
95.2 

102.3 
102.1 
110.1 
93.5 

130.5 

134.8 
127.2 
161.0 
90.5 

130.7 
132.4 
131.4 

i> Less than 0.1. 
e Includes cotton fibre and seed. 
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The same happened with the production of 
eggs and, to a lesser extent, milk. One explana-
tion of the change in the structure by products 
of the livestock subsector may lie in Üie favour-
able conditions of the world beef market. This 
has led countries exporting this commodity to 
increase their foreign sales to the maximum 
despite the slow growth in their own produc-
tion and sometimes with an appreciable drop 
in domestic consumption. In some cases, this 
drop has been due to specific policies for the 
replacement of red by white meat, which 
would explain the greater increase in the latter, 
while in other cases the cause may simply be 
the rise in prices of beef on domestic markets. 

From a more detailed analysis which con-
siders the cropiraising and livestock subsectors 
separately it is clear that, with the exception 
of Costa Rica, Bolivia, Colombia, Paraguay and 
Uruguay, the relative importance of products 
of animal origin is gradually increasing in the 
remaining countries (see table 6). 

Taking the period between the years 1964-
1966 and 1971-1973, the countries can be 
grouped into three categories on the basis of 
the growth of agricultural production (see 
table 7): 

(a) Those with a rate of increase of agri-
cultural production faUing below population 
growth, i.e., Argentina, Barbados, Cuba, CMle, 
Ecuador, EI Salvador, Guyana, Haiti, Jamaica, 
Mexico, Nicaragua, Paraguay, Peru and Uru-
guay; 

(b) Those with a rate of increase of agri-
cultural production exceeding population growth 
by not more than 1 per cent, i.e., Colombia, 
Guatemala and Venezuela; 

(c) Countries with a rate of increase of 
agricultural production exceeding population 
growth by more than 1 per cent, i.e., Bolivia, 
Brazil, Costa Rica, Honduras, Panama, Do-
minicEin Republic, Surinam anid Trinidad and 
Tobago. 

Table 6 

LATIN AMERICA»: RELATIVE SHARE OF CROPS AND LIVEiSTOCK PRODUCTS 
IN THE GROSS VALUE OF AGRICULTURAL PRODUCTION, 

1964-1966 and 1970-1972 
{At 1969 prices) 

Crops Livestock products 

Country 1964-1966 1970-1972 1964-1966 1970-1972 Country 

Gross value of agricultural production = 100 

Argentina 56 55 44 45 
Bolivia 74 75 26 25 
BrazU 62 61 38 39 
Colombia 62 67 38 33 
Costa Rica 71 72 29 28 
Chile 49 47 51 53 
Ecuador 72 25 28 
El Salvador 84 84 16 16 
Guatemala 76 74 24 26 
Honduras 76 74 24 26 
Mexico 60 55 40 45 
Nicaragua 79 73 21 27 
Panama 72 72 28 28 
Paraguay 64 67 36 33 
Peru 73 70 27 30 
Uruguay 43 46 57 54 
Venezuela 59 51 41 49 

Total 62 61 38 39 

SOURCE: Joint ECLA/FAO Agriculture Division. 
«Excluding the Caribbean countries. 
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Table 8 

LATIN AMERICA: ANNUAL RATES OF IN-
CREASE OF THE GROSS VALUE OF AGRI-
CULTURAL PRODUCTION AND OF TOTAL 
POPULATION 

{Period 1964-1966 to 1971-1973} 

Rates of annual increase 
1964-1966 to 1971-1973 

(^""""•y Gross value of 
P'P»"'*^ 

Argentina 0.9 1.6 
Barbados» - 2 . 6 1.0 
Bolivia 4.1 2.4 
Brazil 4.1 2.9 
Colombia 3.9 3.5 
Costa Rica 7.1 3.0 
Cuba 0.9 3.0 
Chile 0.5 2.2 
Ecuador 1.5 3.4 
El Salvador 2.6 3.4 
Guatemala 3.3 2 3 
Guyana^ 0.3 2.8 
Haití 1.3 2.5 
Honduras 5.6 3.4 
Jamaica» 1.5 4.4 
Mexico 2.7 3.5 
Nicaragua 2.4 3.0 
Panama 5.2 3.3 
Paragiuay 2.4 3.5 
Peru 2.1 3.1 
Dominican Republic . . 5.0 3.4 
Surinam» 8.0 3.1 
Trinidad and Tobago» 3.4 1.8 
Uruguay - 1 . 9 1.2 
Venezuela 3.9 3.4 

Total 2.6 2.9 

SOURCE: Joint ECLA/FAO Agriculture Division, 
a The rate of annual increase of the gross value 

of agricultural production refers to the period 1964-
1966 to 1970-1972. 

If the three groups are weighted by their 
respective populations, it is found that 47 per 
cent of the Latin American population belonged 
in 1972 to the first group of countóes, 14 per 
cent to the second group and 39 per cent to 
the third group, that is, those that recorded a 
satisfactory growth rate involving a real im-
provement in agricultural prĉ uotion per 
person. 

2. Fishery activity 

Besides those resources that are being fully 
exploited, such as the anchovy, south-eastern 
Pacific hake, the Brazil lobster, the schools of 
shrimp in a number of areas and various other 

local species, the waters off the coasts of Latin 
America contain potentially important fishery 
resources which could be exploited much more 
intensively than at present. However,, to do so 
it would be necessary to improve present prô  
duction methods, infrastructure and distribution 
facñities and, in addition, to develop manpower 
training programmes. 

Production for human consumption came 
to 1.5 miUion tons in 1971, representing an 
increase of 67 per cent over 1961. One positive 
fact is that within that total shellfish have 
doubled their share to a point where, together 
with tuna, they form the basis of valuable 
exports to North America, Europe and Japan. 

Although this growth is significant, it should 
be borne in mind that fish landings in the 
region could be substantially increased if use 
were made of the fish caught with shrimps. 
The Mexican fleet alone, for example, discards 
half a million tons of fish a year. 

The production of inland waters is stiU small 
but it is believed that it could be increased by 
exploiting existing resources and by intensifying 
aquacul'ture practices. 

Table 8 shows some important aspects of 
the exploitation of fishery resources in Latin 
America. It will be seen„ first of aU, that much 
of the catch in .the northern re^on, especially 
ia the western-central Atlantic, is made by 
vessels from developed countries. In üie 
southern areas, on the other hand, nearly all 
the catch is made by Latin American fisher-
men. Secondly, it wil be observed that the 
estimated potential annual catch is immensely 
higher than the actual landings throughout the 
region, with the exception of the south-eastern 
Pacific, where the maximum limit of exploita-
tion has been virtually reached. In this con-
nexion, some sectors of opinion even consider 
that the catch level for anchovy in Peru in 
1971 went beyond the limits of normal exploita-
tion and contributed to the sharp faiU in the 
volumes of production of fish oil and fish meal 
in 1972. 

With regard to consumption per inhabitant, 
the Latin American average is below the world 
average. There are inde^ appreciable varia-
tions between the countries of the region due 
to various factors, but in general consumption 
tends to be concentrated in coastal areas and 
in the large towns. 

The main limitations on the expansion of 
consumption are the poor quality of the product 
due to poor handling and preservation prac-
tices, the ineflSciency of distribution channels 
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Table 8 

L A T I N A M E R I C A : C A T C H E S I N 1971 A N D E S T I M A T E D P O T E N T I A L 
O F F I S H I N G G R O U N D S 

Catch 

Fishing grounds Total 
(thousands 

of tons) 

Countries of the region 

(thousands 
of tons) Percentage 

Estimated 
potential 

(thousands 
of toníj» 

A T L A N T I C 
Western-Central 
(Mexico, Central 
America, Caribbean) 1 620 4 2 2 25 7 2 6 0 

ATLANTIC 
South-western 7 0 0 656 9 4 10 110 

PACIFIC 
Eastern-Central 850 503 58 4 860 

PACIFIC 
South-eastern 1 1 7 2 0 11 712 100 12 680 

TOTAL 14 8 9 0 13 293 277 3 4 9 1 0 

SOURCE: F A O , 1973. 
a The estimated potential includes appreciable quantities of fish caught at the same 

time as shrimp and currently not used. 

and, in some countries, the comparatively lower 
prices of red meat. Despite these limitations a 
favourable attitude towards fish consumption 
is believed to exist in the region. 

The canning industry hiis concentrated on 
supplying the markets where demand is lower, 
and is very unevenly developed owing mainly 
to the high cost of cans. The efficiency and 
productivity of most of the plants in the region 
are restricted by the irregular supply of good-
quality raw material. 

3. Forestry activity 

Sawnwood production rose from 16.2 million 
m3 to 18.2 million m̂  between 1970 and 1972, 
and of that total Brazil, Chile, Colombia and 
Mexico furnished 80 per cent. The increase in 
production is due mainly to Brazü, which is 
the region's main pioducer. Demand grew at 
a slightly lower rate than production, thus in-
creasing the exportable balance from 550,000 
m» to 700,000 m̂  between 1970 and 1972, a 
figure which wiU probably rise somewhat be-
cause of price rises on the world market 
in 1973. 

Between 1970 and 1972 the production of 
board rose by 15 per cent to reach 2,300,000 
m®. Apparent consumption showed an increase 
very similar to that of production., 

Despite some advances in certain institutional 
aspects of the planning of natural areas and 
conservation of the envixonment, the trend in 
the forestry sector over the past three years 
has not been entirely satisfactory. In most 
countries the destructive practices which seri-
ously jeopardize the future forest resources of 
many areas have continued and even possibly 
increased. Examples of such practices are ex-
cessive felling, selective removal of species, 
forest fires and lack of forest management. 

Furthermore, very fittle advantage has been 
taken of the region's exceptional conditions for 
the establishment of foresit plantations. At the 
tenth session of the Latin American Forestry 
Commission in 1967 it was stressed that to 
meet growing domestic requirements and in-
crease exports of forest products it was neces-
sary to have a minimum reafforestation rate 
of 300,000 ha per year from then until 1985. 
Unfortunately, the average reafforestation rate 
over the past five years has only been slighdy 
over half of the target mentioned, and three 
quarters of the total reaffores>tation has taken 
place in Braál. 

The positive aspects include advances in the 
management and development of national parks 
and similar reserves where management is 
geared to clear objectives on the national and 
local level. In countries like Argentina, Brazil, 
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Chile, Colombia, Costa Rioa and Paraguay 
national parks are ibeing set up on the basis 
of management plans, l^e United Nations has 
now recognized some 37 national parks in the 
region wMch are so managed as to guarantee 
genetic resources and ecosystems and which 
provide services for environmental research 
and analysis in natural areas. 

Wildlife management has begun to show 
sî iificant progress in the conservation of spe-
cies, in the protection of endangered species 
and in the promotion of species suitable for 
industrial purposes. International agreements 
on the protection of endangered species like 
the felines, the current study of vicuña manage-
ment and vicuña wool processing in Peru, the 
survey of guanaco wool processing in Argen-
tina, the promotion of species in Colombia and 
the development of tourism based on aquatic 
fauna in Chubnt, Argentina, all show great 
potential for the correct use of this resource 
and the management of marginal land. 

Work has been stepped up on watershed 
management and flood control, stress being 
placed on the integration of engineering mat-
ters, soil and vegetation management and land 
use, as also on the creation of emiployment 
and community development. 

With regard to educational matters, some 
forestry establishments in the region and schools 

for foresters and technical engineers have been 
strengthened. Training programmes for forestry 
technicians and teachers have been imple-
mented in subjects such as sawmilling, the 
management of national parks and woodland 
areas, and watershed management. The national 
forestry departments of several countries have 
provided middle-level training courses designed 
to train teams of forest and park wardens and 
foremen. 

In forest administration, the promotion of 
a new generation of projects aimed at strength-
ening the forestry services has been noted with 
interest. Endeavours are likewise being made 
to improve planning approaches at the central, 
regional and zonal levels and at the level of 
specific projects, and to improve the formula-
tion, control and evaluation of concrete projects 
related to the goals of socio-economic develop-
ment plans. 

Finally, it must be placed on record that 
Latin America as a whole is not only still 
failing to take advantage of a privileged situa-
tion in regard to the production and trade of 
forest products but is also failing behind in 
absolute terms. As an illustration, the negative 
net balance of the Latin American forestry 
sector vis-a-vis the rest of the world, which was 
US$200 million in 1965, had more than doubled 
by 1972. 

IV. PRODUCTIVE RESOURCES AND INSTITUTIONAL ASPECTS 

1. Land 
Increases in >the crop-raising area form an 

important element in the growtb of agricultural 
production in Latin America. The harvested 
area continues to expand, although for the 
region as a whole, with the exception of the 
Caribbean, a gradual decline in the rate of 
expansion can be noted. Thus, while 'the surface 
area grew by 2.6 per cent per year in the first 
five years of the 1960s, it grew at 1.3 per cent 
in the second five years, and in the first three 
years of the present decade by only 0.5 per 
cent a year (see table 9). 

The amount of new land placed under cul-
tivation varies with the country. Paraguay 
nearly doubled the cultivated area between 
1960 and 1972. Nicaragua registered an in-
crease of 80 per cent, while Brazil, Ecuador 
and Colombia bad increases of some 40 per 
cent in the same period. Very different situa-
tions are found in Chüe i^d Uruguay, where 

a tendency towards a decrease in the harvested 
area is observed either because of a shifting 
of cereal crops towards more fertile areas in 
the first case or because of a reduction of the 
cereail and oilseed growing area in the second. 

Of the 15.3 million additional cultivated 
hectares in 1972 compared with 1960, about 
10 million hectares were in Brazil, 2 million 
in Mexico and 1 miUion in Colombia. In other 
words, 85 per cent of the increases in area 
were in the countries with the largest land and 
farming areas. 

Cereals increased by 8.6 million hectares, 
oilseeds by 2.4 million and pulses by 1.8 mil-
lion. As a whole, these three types of crops 
expanded their harvest areas by 12.7 million 
hectares between 1960 and 1972, representing 
78 per cent of the total increase in the cul-
tivated area. 

Although one cannot say how far the ex-
pansion of the harvested area is due to the 
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Table 9 

LATIN AMERICA: CULTIVATED AREA 1959-1972 

Country 

Cultivated area 
(thousands of ha) 

Index 
(1959-1961 = 100) 

1959-
1961 

1964-
1966 1970 1972 1964-

1966 1970 1972 

Argentina 14 498 14 745 15 058 15 257 101.7 103.9 105.0 
Barbados 22 22 22 22 100.0 100.0 100.0 
Bolivia 613 680 712 784 110.9 116.2 127.9 
BrazU 25 152 29 441 33 881 35006 117.1 134.7 139.2 
Colombia 3 192 3 546 3 886 4 195 111.1 121.7 131.4 
Costa Rica 321 401 345 321 124.9 107.5 100.0 
Cuba 1710 1 679 2 031 1707 98.2 118.8 99.8 
Chile 1 544 1424 1408 1455 92.2 91.2 94.2 
Ecuador 1 024 1 425 1 439 1 451 139.2 140.5 141.7 
El Salvador 585 708 688 773 121.0 117.6 132.1 
Guadeloupe 39 41 40 40 105J1 102.6 102.6 
Guatemala 1257 1 523 1 568 1 618 121.2 124.7 128.7 
Guyana 134 174 159 162 129.9 118.7 120.9 
Haiti 867 917 931 957 105.8 107.4 110.4 
Honduras 618 617 619 641 99.8 100.2 103.7 
British Honduras . . . 11 13 24 24 118.2 218.2 218.2 
Jamaica 124 134 116 119 108.1 93.5 96.0 
Martinique 22 26 20 19 118.2 90.9 86.4 
Mexico 11458 14 225 13 957 13 459 124.1 121.8 117.5 
Nicaragua 5,18 819 823 943 158.1 158.9 182.0 
Panama 371 332 449 436 89.5 121.0 117.5 
Paraguay 336 497 626 680 147.9 186.3 193.2 
Peru 1 612 1 727 1 852 1 758 107.1 114.9 109.1 
Puerto Rico 197 227 147 132 115.2 74.6 67.0 
Dominican Republic . 625 618 672 671 98.9 107.5 107.4 
Surinam 30 38 42 46 126.7 140.0 153.3 
Trinidad and Tobago 71 75 74 76 105.6 104.2 107.0 
Uruguay 1 415 1 231 1 033 826 87.0 73.0 58.4 
Venezuela 1250 1 332 1449 1442 106.6 115.9 115.4 

Total 69 616 78 637 84 039 84875 113.0 120.7 121.9 

SOURCE: FAO Production Yearbooks. 

advance of the agricultural frontier or to in-
tensification in the use of already developed or 
occupied land, it oan be presumed that this 
latter course has played the more important 
part in vdew of the slowness and difficulty of 
settling new lands. In any case, the land re-
source has clearly been fundamental in the 
growith of production. There is no doubt that 
it will continue to be so in futtire, and it is 
therefore useful to ascertain and evaluate the 
region's land potential as accurately as possible. 

It has long been asserted that Latin America 
has an abundance of land. It has been cíácu-
lated that only 30 per cent of the region is 
unsuitable for lany t j ^ of agricultural use. 
Land possessing some potential amounts to 
1,400 million hectares, of which 570 million 
is potentially arable land.® For South America 

9 FAO, Indicative World Plan. Rome, 1970. 

it has been stated̂ ® that ifhe arable potential 
amoumts to 524 milion hectares,, of which only 
some 120 million had been developed by 1970, 
i.e., no more than 23 per cent of tiiat potential. 
Compared with the other world regions,, this 
situation suggests that Latin America, and 
South America in particular, is the region where 
land potentials are least utilized. 

Nevertheless, this general view of the agri-
cultural potential of the region must be carefully 
considered. In the first place, exploration OT 
land and water resources is quite inadequate. 
Much of the region has not even been surveyed, 
except through a number of exploratory eval-
uations. Studies or evaluations of the region's 
resources may dispel certain opinions and myths 
on this point. In any case, the partial advances 

10 FAO, Perspective Study of Agricultural Develop-
ment for South America, Rome, 1972. 
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that have been made warrant less optimism 
than hitherto. In Chile more detailed surveys 
have revealed a supply of arable land much 
below previous estimates. Likewise the studies 
leading up to the preparation by FAO and 
UNESCO of the South American section of 
the Soil Map of the World have brou^t out 
some serious drawbacks of the soils in this 
region, especially their low natural fertility. 
No less than 50 per cent of them display this 
quality. Another serious constraint is the scar-
city of water. 20 per cent of South America 
has a semi-arid to arid climate in which un-
irrigated agriculture is very risky or totally 
impossible. There are also extensive areas of 
steep land in the Andes constituting around 
10 per cent of the continent. 

The study quoted concludes that land that 
does not labour under the constraints mentioned 
forms less than 10 per cent of the tot^ area.̂ ^ 
A recent report on soil assessment and man-
agement in the Amazon region, which consti-
tutes the largest and emptiest region of Latin 
America, likewise concludes that 90 per cent 
of the soils of the Amazon region are of low 
natural fertility. ̂ ^ 

Furthermore, the processes of settling and 
exploiting potential agricultural land have been 
meeting with obstacles. The supposed large re-
serves of the region lie in semi-inaccessible 
zones. Investment needs both for basic in-
frastructure and for setting up new farms are 
immense. Research and technology suitable to 
the natural conditions of the areas to be settled 
are lacking. The systems of cultivation and 
the hazardous conditions under which new 
land is opened up frequently cause a systematic 
destruction of resources, giving rise to migra-
tory agriculture which, far from extending the 
agricultural area, eliminates the possibility once 
and for all (see LARC/74/7, Environment 
and Development). In other cases, human or 
cultural situations pinning down the popula-
tions in certain surroundings prevent the forma-
tion of migratory currents towards emptier 
land. All these difficulties lead to very slow 
progress in settlement projects and to an insig-
nificant role by the latter in agricultural acti-
vity as a whole. 

Unsuccessful settlement experiments are re-
peatedly observed in Latin America. It is too 

11FAO-UNESCO, Soil Map of the World, Volume 
IV, Paris, 1971, UNESCO. 

12FAO, Soil Assessment and Management in the 
Amazon Region. FAO/UNDP Regional Project RLA 
70/457, September 1972. 

early to pass judgement on the land penetra-
tion and occupation programmes currently in 
progress in Brazil. Nevertheless, substantial ad-
vances are probably being achieved in the ex-
pansion of its agricultural frontier. 

In general, the land easiest to prepare for 
agriculture has already been put under cultiva-
tion, so that it is useful to make a realistic 
assessment of the possibilities offered by the ad-
vance of the agricultural frontier for the re-
gion's agricultural development. In Central 
America great scope apparently exists for add-
ing new land to agriculture,, as only 40 per 
cent of it has been taken over by farms. How-
ever, of 21 million hectares of unfarmed land 
with some suitability for agriculture, only 2 
per cent is suitable for intensive agricultural 
use. Furthermore, the possibility of increasing 
the agricultural or cultivated area is not eqiial 
in all countries. Some countries like Uruguay, 
Haiti, Chile, El Salvador and, to some extent, 
Mexico, finished taking over agricultural land 
some time ago and have little land left to settle. 
Thus, intensification appears the most feasible 
policy in the short and medium terms, not only 
for the countries mentioned but also for the 
whole region. Under-utilization of soil already 
under farming is a widespread phenomenon m 
Latin America,, even in those countries with 
high densities of rural population. In the An-
dean subregion, for example, out of 20 million 
hectares of arable land only about 11 million 
hectares are cultivated every year, the rest 
being used for natural grazing land, for fallow 
and, to a very smaU extent, for seeded grass-
land.i3 

Under-utilization also occurs for irrigated 
land. It is known that grassland resources are 
utilized inefficiently and that there is a low 
livestock density per unit of available grass-
land, as well as a low proportion of seeded 
or upgraded grassland. 
_ All countries in the region have been inten-

sifying the use of the land already prepared 
and put under farming. However, the process 
is hampered by the outdated agrarian struc-
tures of the region. In general, as emerges from 
studies in various countries of the region, small 
producers make more intensive use of soil and 
water. 

Generally speaking, the agrarian reform 
process has been unsuccessful in changing this 
picture of the tenure so characteristic of Latin 

13 Board of the Cartagena Agreement, Bases 
Generales para una Estrategia Subregional de Desa-
rrollo. March 1972. 
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America. The problem may even be becoming 
worse among "minifundio" operators or land-
less peasants because of the growing tendency 
towards the proliferation of minifundia. In 
Brazil, for example, according to the 1960 
census figures, 1.5 million holdings (45 per-
cent of the total) had an area of less than 
10 hectares. In 1970, on the other hand, the 
same types of holding numbered 2.5 million 
(51 per cent of the total). Nevertheless, be-
cause of the expansion of the total and cul-
tivable area the average size did not fall. 

For Mexico, the substantiail increase in the 
number of plots can be seen as a process simi-
lar to the one already described. The Fifth 
Ejido Census of 1970 recorded 22,681 "ejidos" 
and agrarian communities (comunidades agra-
rias), or 10 pr cent more than in 1960. The 
numter of "ejido" plots regarded as individual 
farm units, however, came to 1.8 million 
whereas in 1960 they numbered only 1.5 nul-
lion, an increase therefore of 23.4 per cent. 
Similarly, the total number of "ejidatarios" and 
"comuneros" amounted in 1970 to 2.2 million 
compared with 1.6 million in I960. A similar 
phenomenon can be observed in the high re-
gions of some Andean countries like Ecuador, 
Peru, Colombia and Bolivia. 

2. Manpower 

As regards manpower in agriculture, atten-
tion is attracted by a phenomenon of concen-
tration similar to that occurring with land, al-
though in this case on smaller holdings. In 
Central America, for example, over 90 per cent 
of the manpower is concentrated on holdings of 
under 35 hectares; something similar occurs 
in other countries of the region. It is useful to 
know the direction being taken by this process 
of manpower concentration. Population growth 
in agriculture continues in most of the coun-
tries, and the location of the population by size 
strata could indicate a worsening of the under-
employment problem, especially if the increased 
population is dumped into a subsistence or 
"minifundio" type of agriculture. Thus, for 
Brazil, the 1960 Agricultural Census showed 
that 65.3 per cent of employed persons worked 
on holdings of less than 50 hectares, whereas 
in the 1970 census the figure is 73.7 per cent. 
The details given earlier on 'the increasing trend 
towards "minifundia" appear to agree with 
these figures on the location of the active pop-
ulation. 

To appraise the significance of this situation 
as regards the combination of produotive re-

sources, it is worth establishing certain relation-
ships between land and human resources. The 
indicator chosen is the density of active per-
sons per square kilometre of land on holdings, 
whether this be the total area of the farms or 
the density in relation to cultivable area. For 
Brazil, using the information from the 1970 
census, the results are as follows: 

Active persons per km' of surface area 
Sise stratum of holdings Total Cultivable 

10 hectares 55.1 
10 to 100 hectares. . 8.8 
Over 100 hectares . . 9.9 

91.5 
40.1 
24.2 

As can be seen, the differences in densities 
between the different size strata are consider-
able." 

This unequal distribution of land resources 
and manpower is a structural aspect of great 
significance in the development of Latin Amer-
ican agriculture and is the outcome of the 
present system of allocating and remunerating 
factors of production in most of the countries. 
Despite the abtmdance of both resources, the 
opposing directions in which they move pre-
vent a more rational combination and utili-
zation. 

3. Technology 
A significant aspect of the agricultures of 

the region is the growing use of modem tech-
nology in production processes. There are two 
features of this trend. The first is the improve-
ment of infrastructure for technological dev -̂
opment and the second is the relative concen-
tration of the users of the new technologies, 
especially those requiring a greater supply of 
capital. 

For iMrastructuie, tíie progress made in 
higher and post-graduate education, the devel-
opment of research institutes and the increase 
in the resources allocated to research work have 
led to notable progress in the development and 
adaptation of technology. The use of new varie-
ties and of hybrids has been generally intro-
duced, especially for cereals,, side by side with 
the adaptation of varieties from other regiî ns. 
Progress has aJso been made in knowledge of 
problems relating to plant nutrition and fer-
tilizer requirements in crop-raising. With regard 
to cattle and sheep raising, although techno-

The density of active persons on cultivable land 
on holdings of under 10 hectares could be compared 
With the situation in India or Pakistan where, in 1970, 
there was an average density of 89 and 68 active 
persons respectively per km2 of arable land. 
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logical levels are generally low, advances have 
been made in some aspects of livestock man-
agement, among them the conduct of health 
campaigns, in particular against foot-and-mouth 
disease, which are carried out as part of co-
ordinated action covering many countries of 
South America. Some progress is also observed 
in poultry and pig management and feeding. 

Advances in fertilizer application, in the use 
of seeds of improved varieties and in the use 
of pesticides to control pests and diseases ap-
pear to be the principal factors that have con-
tributed to increased yields. Progress has been 
made in the use of certified seeds in countries 
like Mexico, Chile, Argentina, Colombia and 
Brazil. Noteworthy increases in fertilizer con-
sumption have taken place. In South America, 
for example, the consumption of NPK grew by 
11.9 per cent a year between 1960 and 1970 
and the trend has apparently been for this rate 
of increase to rise.^® 

Increasing mechanization is making it pos-
sible to place larger areas under cultivation, 
to intensify the use of agricultural land by 
double cropping and to obtain greater yields 
through timely and improved cultivation. Never-
theless, this is possibly one of the areas where 
research has devoted less effort to finding a 
suitable response to the many and various situa-
tions, both ecological and structural, of farms 
or cultivation systems. Generally speaking, with 
tJie possible exception of Argentina and to some 
extent Brazil, mechanization has been promoted 
and guided through the direct action of com-
mercial firms linked to the manufacturing 
countries, with the use of special credits and 
without any particular interest in adapting 
equipment to the natural or socio-economic 
conditions of the region. 

For various reasons, among them the in-
creasing cost of equipment, the expansion of 
this mechanization process has been slowing 
down. Taking the number of tractors in service, 
one finds that their annual rate of increase, 
which was 12.7 per cent between 1950 and 
1963, dropped to only 4.6 per cent between 
1963 and 1970, and in recent years to less 
than 4 per cent. Although the average power 
of each tractor has increased, the drop in 

15 Whereas consumption grew at 3.6 per cent a 
year between 1959 and 1961, between 1969 and 1971 
it grew at 14.9 per cent a year, a figure exceeding that 
projected for 1970-1980 by FAO in the Perspective 
Study for Siouth America (8 to 10 per cent a year). 
However, the recent increases in fertilizer prices, in 
conjunction with the rise in transport costs, will 
probably affect fertilizer consumption. 

the rate of increase is clear and it is possible 
that the special circumstances of the world 
fuel market might affect that rate even further. 

Various circumstances, both structural and 
economic, have prevented technological prog-
ress from being of general benefit to units of 
production as a whole. The level of knowledge 
and access to the market, to financing sources 
and to the actual soiirces of modern techno-
logies have meant that the medium and large 
producer groups have drawn the most benefit 
from technological development to the detri-
ment of small producers. Hence, research, ex-
tension services and credit must be endowed 
with special characteristics if larger groups of 
peasants are to be served. 

One aspect of technological development 
that has caused growing concern in the region 
is the relationship between technology and em-
ployment. A distinction has rightly been drawn 
between intensive technologies causing changes 
in the use of manpower and those oauskig 
changes in the use of capital. The application 
of labour-displacing technologies created in 
countries where labour is scarce to countries 
with manifest diGBculties in finding jobs for their 
human potential is now emerging in Latin 
America as a mistaken policy which does not 
accord either with the opportunity cost of the 
factors or with the idea of a harmonious form 
of development meeting the concept of equality 
of opportunity for 

Technological development has been parti-
culairly slow in some areas, and efforts in this 
direction are not up to the requirements of the 
region. The following problem areas may be 
mentioned in particular: 

(а) The reconnaissance of renewable na-
tural resources and particularly the systematic 
evaluation of land resource capabilities. This 
lack is particularly notable in the Amazonian 
region and the humid tropics; 

(б) The management and improvement of 
soils, irrigation and drainage, and flood-control 
systems; 

(c) Problems of fertility and fertilization, 
particularly of certain types of soils such as 
those of volcanic origin in certain regions such 
as the Argentine pampas; 

id) Problems of upgrading cattle and man-
agement in general, particularly in regions like 
the Andes, have been dragging on for a long 
time without any meaningful research effort 
being made in their direction; 
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(e) Despite significant progress,, particularly 
in grains, there are other crops where much 
remains to be done as regards the improve-
ment of plant breeds. 

4. Capital 
The development of agriculture is generat-

ing major changes in combinations of factors 
of production. Capital requirements on and off 
the farm are considerable. Agriculture in which 
manual labour and natural factors are prepon-
derant is yielding to operations in which skilled 
labour is employed and capital used more in-
tensively. Unfortunately, at the country level 
there are no evaluations of the volume and 
structure of the capital used in the sector, and 
only partial knowledge of relations between 
the amount of capital committed to the produc-
tion process and the flow of products from the 
sector. However, the available background in-
formation suggests slow and insufiBcient capital 
formation in tiie region's agriculture. 

There are several reasons which could ex-
plain this situation, including the preferential 
attention given to other sectors, particularly in-
dustry, often to the detriment of agriculture 
and especially of investment programmes in 
the sector. It also often happens that official 
policies or intra- or intersectoral structures have 
themselves been designed to divert resources 
from agriculture into the urban and industrial 
sector. In many countries, agriculture remains 
the principal source of financing for general 
development (save, among other countries, in 
Venezuela and ChHe) to the neglect of its own 
capital formation. These transfers are generally 
not direct, and indirect mechanisms are applied 
such as taxes, differential exchange rates, and 
intersectoral price relationships unfavourable 
to agriculture. In Venezuela, Bolivia and ChHe, 
where petroleum and mining have been the 
major sources of revenue, agriculture has been 
virtually tax-exem.pt. In Argentina and Uru-
guay, on the other hand, its contribution through 
taxes is considerable. The improvement of 
policies on direct taxes,, foreign exchange and, 
most particularly, intersectoral prices, can be 
a way to make the agricultural sector a more 
active participant in the generation of savings 
and the financing of development—its own in-
cluded. 

Structural conditions in the agriculture of 
the region, with its markedly uneven distribu-
tion of resources and incomes, remain a pri-
mary hindrance to capital formation in the sec-
tor. There stüi persist among landowneirs 

consumption patterns unsuited to the level of 
development of the region and to the need of 
savings and investment in the sector. TTiis, 
among other reasons, is why agrarian reform 
programmes are espedaly in need of financial 
support. They represent a valuable opportuni.ty 
not only to redistribute the land and its fruits, 
but also to speed up the investment process, 
particularly on the more inefiBcient and ex-
tensive farms affected by the reform. 

Traditional and at times inefficient market-
ing and credit systems also help to impound 
and divert resources and surpluses that pro-
ducers could capitalize to some extent. In cer-
tain cases, the plundering of producers is such 
as even to impair the possibilities of improving 
the incomes of agrarian reform beneficiaries 
themselves, thus nullifying in greater or lesser 
degree the favourable effect of land distribution. 

In the production systems prevailing in the 
region, imeven income distribution is the end 
result of a chain of causes whose Imks are 
intimately associated with concentration of the 
factors of production, labour alone excepted. 
Among the various types of agricultural pro-
ducers, the most intensive users of capital in 
agriculture are those who control farms produc-
ing for commerce, which are strongly integrated 
into the market and run by dynamic manage-
ment techniques. The contribution of this rel-
atively small group of producers to agricul-
tural production in tiie region may be on the 
increase, but it is equally probable that the 
bulk of the relatively Ihnited opportunities for 
capital formation in the region are concentrated 
in this group. Because of the foregoing, and 
of the circumstance that these farms usually 
employ labour-displacing technologies, tiie 
modernization process, as it is going forward 
in Latin America, is held to accentuate the un-
even income distribution that prevaHs in the 
rural sector of most Latin American countries.̂ ® 

On the whole, there is a tendency for the 
public sector to play an increasingly important 
role in agricultural financing and investment 
in the region. The contribution of Governments 
has been particularly active in marketing, as 
also in irrigation investments and infrastruc-
tural works in general. 

Nevertheless, the public sector is stül not 
contributing enough to give bolder momentum 
to agricultural development, and of course Gov-
ernments have been imable to come up with 

18 This phenomenon is aggravated by the limited 
mobility of peasant labour. 
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the financing needed to expand medium- and 
long-term credit systems for Üie purpose of 
stimulating farm-level investment. The effort of 
the private sector is altogether insufficient, and 
is a very difficult one for small farmers to 
make. In the latter case, non-monetary invest-
ment, particularly in land improvements and 
infrastructural works, could be muoh more sig-
nificant if government stimulation were more 
positive and peasant associations more ener-
getic. 

5. Institutional aspects 

There has been repeated emphasis on the 
importance of land tenure structures for the 
development of agriculture in the region. The 
most widely accepted descrî ion has been the 
one of the latifundium-minifundium complex 
which, in addition to hî lighting a series of 
interrelationships, brings out the existing in-
equality in the distribution of resources and 
opportunities. This situation was analysed with 
special intensity during the sixties and the result 
was an awakening to the direct functional re-
lationship between land tenure structures and 
the behaviour of the agrarian sector and of the 
economy as a whole. A positive result has 
been that most Latin American countries now 
have agrarian reform laws and institutes or 
agencies to apply them. 

The number of people who have benefited 
under agrarian reforms during the last decade 
throughout the region may be estimated at 
1.0 to 1.2 million peasant families (more than 
half of them Mexican and Venezuelan), defined 
as landless people who have obtained possession 
or effective access to agrioudtural land throu î 
programmes carried out by government agen-
cies.i'̂  This is equivalent to an average of about 
100,000 families a year. This figure may be as-
sumed to have doubled during the early years 
of the current decade, particularly because of 
the acceleration of agrarian reform processes 
in Chile and Peru, continuation of the process 
La Bolivia, Mexico and Venezuela, and the 
measures recently initiated in Colombia, 
Ecuador and Panama. However, the gains made 
on the regional level are still nowhere near to 
constituting a satisfactory goal, as can te con-
cluded on the basis of two highly eloquent 
indicators: the number of potential beneficiaries, 
who in the middle of tíie sixties were esti-
mated at 10 million landless peasant families, 
and the ̂ owth of the rural latraur force,, which 

IT Inter-American Development Bank, Programa 
Socio-Económico en América Latina, 1970. 

is proceeding at a ra/te of about 500,000 work-
ers a year. 

The experience that has built up is valuable, 
however, and can be used to develop guidelines 
on how to enhance the effectiveness of agra-
rian reform processes and thereby avoid errors 
and temporarily depressive effects on produc-
tion. In this connexion it may be said that the 
arguments advanced to depict the results of 
agrarian reforms as chaotic are often attempts 
to lessen public backing and political support 
for a process that has proven its indispensabiüty 
for the development of the countries of the 
region. 

In most of the countries that have carried 
out agrarian reforms or passed laws for the 
purpose, attempts have been made to change 
the institutions providing support to agricultural 
production. The same thing is true in countries 
with agricultural modernization programmes. 
Almost all the countries have been improving 
their agricultural research by streamlining it 
and surmounting many bureaucratic hurdles, 
and resources have been assigned to it in vol-
umes which, though still insufficient to cover 
the needs of the countries of the region for 
the adaptation or generation of technology,, are 
nevertheless on the increase. ThCTe has also 
been a very important effort in the advanced 
training of research workers. A variety of 
problems persist, however, such as the tra-
ditional instability of research staff, the lack 
of co-ordination between government institutes 
and private or university institutes, the absence 
of priorities for research work and, lastly, the 
relative lack of connexion between the world 
of research and the real-ilife problems of agri-
culture. The isolation is not peculiar to research, 
but characterizes most of the services perform-
ing support functions in agriculture. 

Since the last decade, and with greater em-
phasis in the present one, extension work has 
been undergoing a thorough overhaul of both 
its concepts and operating methods. The new 
needs generated by agrarian reform processes 
and by programmes <5 assistance to more ex-
tensive groups of small farmers or peasants 
have sparked a reappraisal of the objectives 
of extension services. These have traditionally 
been oriented towards the dissemination erf 
certain improved production practices that have 
benefited only those very few farmers who 
were in a position to meet all requirements for 
the development of those innovations. Techno-
logical change that wili be of use to broad 
peasant groups cannot be generated in isolation. 
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without modifying related aspects suoh as the 
provision of inputs or financing and marketing 
problems. Thus, extension work is starting to 
reorient itself towards a broader vision in which 
it tackles real situations that oondition die de-
velopment of agricultural production. More-
over,, the need to cover extensive groups of 
peasants has led to a search for more supple 
working procedures that will encourage the 
peasants themselves to participate throu î their 
associations. 

It has been seen that, like extension work, 
other institutions suoh as credit are subject to 
limitations both in the volume of their resources 
and in the uses to which they can be put. 
Democratization of credit entails an overhaul 
of the traditional machinery of banks and a 
reconsideration of the guarantees they require. 
It is further necessary to underscore that it 
can be important to channel credit towards 
farmers' associations suoh as co-operatives or 
other- associations through which, as through 
extension services, the activities of financing 
agencies are multiplied. 

One institutional asĵ ct of most interesting 
implications for the future of the region's agri-
culture is the formation of small farmers' as-
sociations and co-operatives, whose develop-
ment is linked to a great extent to the actual 
progress made in agrarian reform processes. 
Support services find in these associations the 
proper atmosphere for a complementation of 
efforts. Most widespread are those formed by 
medium- and small-scale farmers. Wage-
earners' organizations are rarer and, more-
over, it is found to be very difficult for mini-
fundio owners or landless peasants to unite 
into associations. To some extent this is due 
to their subsistence situation, in which prob-
lems of marketing, the introduction of technical 
advances and financing have the most impor-
tant implications. With regard to social and 
cultural services, it may be said that, with the 
exception of primary schooling, which is tend-
ing to spread to the Latin American country-
side," the other services remain concentrated 
in urban areas. 

Despite the gains reported, certain tradi-
tional features persist in Latin American agra-
rian structures. It has been indicated that those 
of land use and tenure have changed relatively 
little and, besides, that what change there has 
been has benefited limited sectors of the rural 

18 Though its content has not changed and is some-
what extraneous to rural life itself. 

pop^ation, leaving the peasant majorities of 
Latin America out in the cold. Moreover, the 
changes made in public services have not suc-
ceeded in conquering the traditional anarchy 
of relations among the government agencies. 
The enormous difficulty of co-ordinatiag their 
at times duplicated and even triplicated func-
tions and the bureaucraitic evils that pervade 
them (centralization and concentration of staff 
in the more heavily populated urban areas) 
have thwarted efforts to extend those services 
to the bulk of the peasant population. The 
weakness of ministries of agriculture is one of 
the most common features of Latin American 
institutions. Noteworthy in this connexion is 
the attempt at decentralization made by the 
Ministry of Agricultural Development of 
Panama. 

One step forward has been the establish-
ment of planning bureaux at the level of agri-
culture ministeries in several countries. Botíi 
the proposal of strategies and the design of in-
stitutional changes as part of a development 
process require an efficient planning system. 
Generally speaking, however, the agricultural 
planning units set up have not yet performed 
effectively in their assigned functions. Fore-
most among the more frequent short-comings 
is the difficulty that planners for the agricul-
tural sector find in considering the imp-lications 
of general development strategies for agricul-
ture. 

Moreover, agricultural planning units are cut 
off from a large number of variables that are 
managed from the public sector and which 
greatly influence the agricultural sector (pol-
icies on general prices, agricultiu-al prices, 
financial and fiscal matters,, foreign trade, etc.). 

Planning has sometimes been confined to a 
mere exercise in harmonizing supply and de-
mand projections, which, though it does serve 
as a reference point, falls short of constituting 
the development of coherent strategies or poli-
cies involving the operating agencies. The ex-
ecutive levels are very often left out of the 
planning process, since the services act in re-
sponse to immediate situations rather than to 
any medium- or long-term view. Thus planning 
remains in a sphere where it is even extraneous 
to the agricultural public sector as a whole, 
to say nothing, of course, of operations at the 
regional or more local levels in any country. 

Another situation observed in some coun-
tries is the difficulty of incorporating structural 
changes into the planning process as they take 
place, which gives rise to the impression that 
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they are two iinrelated and mutually independ-
ent domains. Something similar happens in the 
problem of rural Tinderemployment, despite 
growing awareness of the importance of this 
aspect. 

The progress made towards setting up agri-
cultural planning imits should be followed up 
with a special effort to advance towards the 
design of a planning system that, in addition 
to tackling over-all development strategies, can 
link up with and influence the policy-making 

machinery while at the same time committing 
both the agencies operating in the sector and 
the regional farmers' associations and peasants' 
unions. With this end in view, planning should 
develop progressively into a multisectorally in-
tegrated process capable of penetrating into 
and orienting both policies and programmes in 
progress, and of planning for the development 
of the agricultural sector in the medium or long 
term, with special emphasis on centré conflicts 
and problems. 

V. INTERNATIONAL MARKETS AND AGRICULTURE IN THE REGION 

1. Recent changes in international markets 
and national economic policies 

In the last few years the international scene 
has witnessed a series of events of unwonted 
magnitude. The influence of these events on 
the agricultural economies of the region varies 
with their degree or level of dependence on 
world markets. Owing to a variety of causes, 
there have been serious drops in production 
which have perforce led to losses of reserves 
and, of course, to sharp price rises. This has 
particularly affected, among other commod-
ities, grain and meat. There have lalso been 
substantial changes in the supply, demand and 
prices of some protein inputs, such as fish-
meal, oilseed and oilcake. 

On the grain market, the smaller grain har-
vest of 1972-1973, USSR purchases in 1972 
and an unremitting demand for cattle feed in 
the industrialized countries converted a situa-
tion of relative abundance into one of scarcity. 
As a result, grain export prices nearly tripled, 
and stocks sank to their lowest level since the 
fifties. Although more encouraging production 
is expected, how close the supply comes to 
normal levels will largely depend on the size 
of the current harvest. Moreover, it is probable 
that food aid in grains will drop sharply and 
that exporters will shift substantial portions of 
their concessional sales to the commercial area. 

Up to mid-1973, meat prices remained high 
and imports rose. The present situation, how-
ever, points to a sharp increase in cattle stocks 
and an appreciable drop of demand in import-
ing countries. This has led some industrialized 
countries to adopt stiff protectionist measures 
to protect their own production and maintain 
renumerative prices. 

Fishery production was affected by ecological 
problems, particularly in the anchoveta spawn-

ing grounds, a phenomenon that was probably 
associated with overfishing of this species. 
Catches of this fish contracted in 1972 to one 
third of the volume of 1971, which reduced the 
supply of fishmeal for use as a protein supple-
ment in livestock feeds in the industrialized 
countries. Because of this, the demand for and 
prices of soybean and other oilseeds rose 
steeply, and consumers had to pay more for 
meats and products based on meat and eggs. 

Another important aspect, particularly in 
connexion with the short-term food outlook, is 
the limited world supply of fertilizers, partly 
in consequence of the energy crisis. The present 
situation is characterized by the scarcity, high 
prices and sustained international demand for 
this input. Since much of the fertilizer used in 
the region is imported from developed coun-
tries, the immediate prospects for Latin Amer-
ica are not very encouraging and, in particular, 
the problem of the supply of nitrogenous and 
phosphatic fertilizers is expected to worsen, at 
least until the usable installed capacity draws 
abreast of demand. However, owing to the high 
cost of industrial plant, the rising raw material 
prices, and the increased cost of transport, this 
process may continue to lag. 

Prices are on the rise not only for fertilizers, 
but for almost aU non-traditional agricultural 
inputs as well. If these high prices persist over 
time, the pace of production growth will prob-
ably be affected for, as has been seen, there 
are unmistakable signs that the pace of expan-
sion of areas under cultivation is abating. 

New situations are many and deep-seated, 
and the search for -their causes would entail 
the analysis of phenomena ranging from in-
flation in the developed countries and the mon-
etary crisis—with the consequent exchange rate 
variations—to the present severe energy crisis. 
The fact is that, in the short run, the Latin 
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American countries face the certain prospect 
of significant variations in the international 
prices of both their export commodities and 
of the goods and services they must import. 

With more particular reference to the agri-
cultural sector, it is clear that countries en-
dowed with a wider variety of natural resources 
are less dependent on foreign trade than those 
— l̂ike the Central American countries—whose 
natural resources are more limited. This does 
not necessiarily imply that the impact of price 
fluctuations in world markets is less significant 
in countries doing a small volimie of trade than 
in those whose trade volume is greater, but an 
examination of the actual situation does justify 
the assertion that the doser the relationship 
between foreign trade and domestic production 
in a given country, the more vulnerable and 
dependent it is. 

There is, however, another connexion be-
tween the world market and Latin American 
agriculture which, in view of its nature, could 
be regarded as an indirect aspect, and this is 
the effect of that trade on the balance of pay-
ments. Indeed, as previously mentioned, agri-
culture has generated— ând will go on generat-
ing—an important share of the region's foreign 
exchange earnings. At the same time, either 
because of its growing need for imported in-
puts or because of its incapacity to turn out 
domestically the products needed on the do-
mestic market, the agricultural sector also con-
stitutes, in greater or lesser degree from one 
country to another, a drain on the available 
foreign exchange. 

It is hence of great interest to determine the 
extent to which the national economies of the 
countries of the region are vulnerable to or 
dependent on changes in the world market. 
With reference to the agricultural sector, vul-
nerability or dependence varies directly, of 
course, with the weight to be assigned in total 
agricultural production to production for ex-
port. Simüarly, depending on the weight of 
agricultural imports relative to the domestic 
availability of those products, any change either 
in external supply or in international prices is 
bound to make itself felt, through the domestic 
markets, on the economy as a whole (see table 
10). 

On the export side, whereas in Bolivia, Chile 
and Venezuela agricultural production for ex-
port does not exceed 4 per cent of the gross 
value of production, in other countries—those 
of Centrd America, for example—the propor-
tion rises to about 50 per cent. 

Table 10 

LATIN AMERICA»: DEPENDENCE OF THE 
AGRICULTURAL SECTOR ON THE WORLD 
MARKET, 1970 

(Percentages) 

Agricultural exports Agricultural imports 

Gross value of 
production Domestic supply 

Argentina 32.0 
Bolivia 2.3 
Brazil 13.4 
Chile 2.3 
Colombia 15.9 
Costa Rica 49.0 
Ecuador 15.0 
El Salvador 58.0 
Guatemala 46.0 
Honduras 47.0 
Mexico 10.0 
Nicaragua 57.0 
Panama 31.8 
Paraguay 14.1 
Peru 9.9 
Uruguay 28.4 
Venezuela 4.0 

2.6 
14.1 
6.1 

18.6 
7.3 

16.7 
6.2 

17.2 
16.3 
18.4 
4.0 

19.0 
14.6 
3.5 

18.7 
13.2 
20.1 

SOURCE: Joint PAO/ECLA Agriculture Diviaon. 
FAO information from EPDASA and PACA was 
used for South America and Central America, 

a Excluding the Caribbean area. 

On the import side the difference is less, but 
it is still of some magnitude. Generally speak-
ing, up to 1970 there was no country in the 
region in which the value of agricultural im-
ports exceeded 20 per cent of the corresponding 
value of the available domestic supplies.̂ ® In 
the larger countries-Argentina, Brazil, Colom-
bia and Mexico—and in Ecuador, the propor-
tion is less than 7 per cent. 

It may be concluded that, if concrete and 
timely policies and machinery are not estab-
lished, variations in international prices will 
tend to effect in some degree domestic prices 
in the region, and indeed tibis is ^ready visibly 
happening in the case of several basic com-
mĉ ities. 

Now, it is clear that government intervention 
in any form gives rise to shifts in the equi-
librium between supply and demand to a level 
different from that which would be reached 
spontaneotisly in a free trade system. For 
example, if exports are taxed, the supply to the 

1® Available partial figures indicate, however, that 
in recent years the percentage has been considerably 
exceeded in some countries of the region. 
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domestic market will tend to increase in the 
short run. It may be mentioned by way of 
fflustration that this is what happened in Brazil 
in late 1973 when a tax was imposed on beef 
exports (confisco cambial) and a ceiling was 
set on the domestic price of cattle on the hoof 
in order to ensure the domestic supply of this 
commodity, which weighs heavily in the cost-
of-Hving index. 

Similarly, a subsidy on imports of a givm 
commodity that resulted in a lowering of its 
domestic price would generate an mcrease in 
demand and, as a dynamic effect, part of the 
resources utilized to produce it might be shifted 
to the production of other exportable items. 
Something of the sort happens when commod-
ities are imported under concessional terms, as 
certain grains and mMk products have been. 
Well-known cases are those of wheat and of 
butter and cheeses in Colombia and Ecuador, 
respectively, where imports of those products 
from developed countries, often at dumping 
prices, not only hurt domestic production but 
also blocked opportunities for regional trade. 

The foregoing considerations are only some 
of the many examples which illustrate in a 
general way the many interconnexions that can 
exist among apparently unrelated measures and 
which are commonly observed in the agricultu-
ral policies of the countries of the region. 
Changes on foreign markets undoubtedly exert 
immediate and direct effects on agricultural ac-
tivity, but at the same time any measure taken 
to control those effects itself sets off a train of 
events. What is more, these indirect effects often 
turn out to be greater, more dynamic, and at 
times more pernicious than the direct effects 
they are intended to counter. It is clear that, in 
the final analysis, these results vajy in propor-
tion as the planning agencies of the countries 
are run more or less efficiently and pragmati-
cally. 

At any rate, it may be asserted that the less 
replaceable a product is in consumption, the 
greater the impact of an import and price policy 
on its production. Conversely, for easily re-
placeable articles such policies could prove 
ineffective because the trend will necessarily 
be towards the production of articles which, 
being subject to new restrictions, promise 
higher profits for their producers. 

If the primary object of a price policy is to 
maintain the level of domestic consumption 
above the vagaries of the world market, it is 
essential that it should apply to imports as 
well. Otherwise, if it remained possible to ex-
port one or more commodities at world market 

prices, the agricultural sector would probably 
tend to use its resources to produce them. A 
clear example of this is what is now happening 
in the wake of the rise in cotton prices spaiked 
indirectly by the petroleum question, mainly 
through its incidence on the production of syn-
thetic fibres. 

In the region as a whole, the observable 
trend in the establishment of price policies for 
domestic markets is subject to certain restric-
tions. It is a known fact that in many countries 
of the region there is an important frontier 
trade in, chiefly, agricultural products. In some 
cases, when the price structures of two ad-
jacent countries are independent of each other, 
all that happens is that the trade between 
them is enlivened by a spontaneous drive to-
wards equilibrium between the two price struc-
tures. The most eloquent and weH-known 
example in Latin America is perhaps the clan-
destine traffic in cattle between Colombia and 
Venezuela, Colombia and Ecuador, Uruguay 
and Brazil, Argentina and Paraguay, Brazil 
and Bolivia, etc. Actually, this "unregistered" 
trade is often augmented by deformations 
caused by exchange factors. Moreover, the 
movement of anim^ is not always in the same 
direction; in some cases it is usual for the 
traffic to change direction. 

This and many other examples could serve 
to illustrate the wide variety of indirect 
effects entailed in short- and medium-term 
policies, particularly those on prices. It is an 
objective fact that, at the present time, all the 
countries in the region are feeling the unstable 
situation of the world market for agricultural 
products. Should prices continue their upward 
trend, they will doubtless find it hard to prevent 
their domestic prices from adjusting to inter-
national levels. For some countries, this could 
be regarded as beneficial in regard to their 
exports, because it would improve their bal-
ance of payments. It should not be forgotten, 
however, that it could aggravate the nutritional 
status of much of their population inasmuch as, 
given the uneven income distribution that pre-
vails in most of the countries of the region, 
these rises would not exactly benefit the broad 
majorities. Producers, for their part, would be 
motivated to chaimel their resources into ex-
ports to the detriment of the domestic market. 

At all events, the main feature of the world 
outlook for agricultural products appears to be 
pronounced instability. Whatever course the 
development of world trade follows, however, 
it holds out opportunities for every single coun-
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try of Latín America. These potential oppor-
tunities call for well-chosen and thnely re-
sponses such as, in some cases, Co exploit new 
situations to the utmost as they arise on the 
world market, and, in others, to generate con-
ditions designed to avert or mitigate direct and 
indirect negative effects that those situations 
may entrain for the national economies. While 
it is true that the potential benefits are great, 
the potential risks are no less so. The possibil-
ity of a series of internal distortions poses a 
real danger that the countries should try to 
avoid, or whose consequences they should at 
least try to mitigate. This is the challenge of the 
world market to Latin America. 

2. Some repercussions on the agricultural 
foreign trade of the region 

As previously indicated, the main charac-
teristic of recent trends on the international 
markets for agricultural products has been the 
spectacular rise in prices that began in mid-
1972 and continued virtually without inter-
ruption at least through 1973, the period for 
which information is available. It is true that 
this abrupt price rise was not confined to agri-
cultural, forestry and fishery products, but 
equally affected fuels, ores, manufactures and 
services. In any case, it points to substantia] 
changes as much in the world demand for 
goods and services as in their supply, with the 
consequent onset of global inñation varying in 
intensity from one country to another. This 
latter feature makes it difficult to assess the 
magnitude of the inflation at the world level. 
However, for indicative purposes only, table 11 
is presented to show the evolution of the price 
index as computed by UNCTAD. 

With more particular reference to Latin 
y^erica, table 12 shows the evolution of the 
nominal and red prices of the region's regular 
export commodities. The export prices of all 
commodities of agricultural origin rose 64 per 

cent in real terms between 1970 and the fourth 
quarter of 1973. Leaders in the rise were 
temporate-zone products (particularly wheat, 
linseed oil and wools), although some tropical 
products, such as sugar and cotton, underwent 
very great price rises. 

Two simple exercises will corroborate the 
relative advantage to Latin America of the re-
cent evolution of prices on international mar-' 
kets. The first is to convert the prices of the 
region's exports in 1970 to 1973 prices and 
then to compare the real income earned by 
those countries in that year with the hypo-
thetical income they would have earned if 
similar volumes had been exported in 1973. 
The other exercise consists merely in observing 
the indexes for values and volumes of Latin 
American agricultural exports and imports from 
1970 to 1972 and deriving from them an im-
plicit regional price index for both foreign 
trade flows. 

In the first case (see table 13) it is found 
that as a result of the increase in international 
prices alone, in 1973 Latin America would 
have earned, from equal volumes of exports 
and imports, US $3,460 million more than the 
actual receipts in 1970. However, when this 
figure is deflated with tiie UNCTAD index, the 
additional income in real terms becomes 
US $2,266 million. Two further observations 
are called for in the interpretation of this ex-
ercise. First, the prices of agricultural inputs 
have probably risen faster than the general 
UNCTAD price index, and would thus neces-
sitate a deduction from the increase in value of 
agricultural exports. Secondly, it must be men-
tioned that the computations refer to the region 
as a whole, which implies the inclusion of intra-
regional exports and imports. If this type of 
computation were done for each country indi-
vidually, it would undoubtedly reveal that they 
are affected by variations in international prices 
in widely differing degrees of intensity, depend-

Table 11 

UNCTAD. DEFLATING PRICE INDEX 
(1968 = 100) 

Year Jan. Feb. Mar. Apr. May June luh Aug. Sep. Oct. Nov. Dec. Average 

1971 100 100 100 100 101 101 101 103 104 104 104 106 102 
1972 107 108 108 108 108 108 108 108 108 107 107 107 108 
1973 108 115 115 115 117 120 122 120 120 119 115 114 117 

! SOURCE: Monthly Commodity Price Bulletin, UNCTAD/CP/CPB/49 and 55, Sept. 1973 and March 
11974, UNCTAD, Geneva. 
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Table 10 

LATIN AMERICA: NOMINAL AND REAL PRICE INDEXES FOR SELECTED EXPORT COMMODITIES 

{1970 = 100) 

Nominal price index Real price index^ 

1971 1972 1973 4th quarter 
1973 

1971 1972 1973 4th Quarter 
1973 

I. 99.5 120.4 161.0 171.3 97.5 111.5 137.6 147.7 
A. Tropical zone 96.7 121.8 156.1 163.2b 94.8 112.8 133.4 140.7 

Sugar (open market) 121.0 196.5 256.1 280.6 118.6 181.9 218.9 241.9 

Sugar (exports to U.S.A.) 105.6 112.4 127.5 138.7 103.5 104.1 109.0 119.6 
Bananas 96.9 100.8 100.3» 93.6b 94.8 93.3 94.3 80.7 
Cocoa 79.5 96.6 189.8 207.8 77.9 89.4 162.2 179.1 
Coffee (Manizales) 87.4 100.5 128.9 126.6 85.7 93.1 110.2 109.1 
Coffee (Santos 4) 82.1 93.4 122.5 130.4 80.5 86.5 104.7 112.4 

B. Temperate zone 109.9 115.8 178.6 200.6 107.7 107.2 152.6 172.9 
Beef 121.0 134.6 173.7 178.8 118.6 124.6 148.5 154.1 
Maize 94.8 89.0 168.4 197.0 92.9 82.4 143.9 169.8 
Wheat 112.8 127.5 252.4 339.6 110.6 118.1 215.7 292.8 

II. Agricultural raw materials 104.7 121.7 217.3 265.6* 102.6 112.7 185.7 229.0 
Linseed oil 86.1 90.4 247.8 392.2 84.4 83.7 211.8 338.1 
Cotton (Sao Paulo 5) 121.4 126.3 195.1 276.3 119.0 116.9 166.8 238.2 
Cotton (Mexico SM M / 1 6 ) 115.3 122.2 210.4 319.2 113.0 113.1 179.8 275.2 
Cotton (Pima 1) 100.3 104.4 — — 98.3 96.3 — — 

Cattle hides 117.5 117.5 — — 115.2 108.8 — — 

Fishmeal 89.9 105.3 231.4 228.7b 88.1 97.5 197.8 197.2 
Wool (Buenos Aires 5/6's) 104.2 172.9 295.8b 316.7" 102.2 160.1 252.8 273.0 
Wool (Montevideo (58's-60's) 85.9b 117.31" — — 84.2 •108.6 — — 

Soybeans 107.6 118.2 183.9 206.1b 105.5 109.4 157.2 177.7 
Total (I + II) 100.5 120.7 172.2 190.0 98.5 111.8 147.2 163.8 

in. Metals 89.7 91.7 130.4 161.0 87.9 84.9 115.5 138.8 
IV. Petroleum and derivatives 132.4 158.4 216.2 129.8 146.7 184.8 

Total excluding petroleum and derivatives 97.6 112.7 159.4b 180.2b 95.7 104.4 136.2 155.3 
Total 21 commodities 107.7 126.0 176.2^ 191.9b 105.6 116.7 150.6 165.4 

SOURCE: E C L A . a Computed using UNCTAD deflating index (table 11). 
" Estimated figure. 



ing on the composition of both imports and 
exports and on the weight assigned to each 
commodity within them. 

The second exercise is just as interesting. It 
measures simultaneously the evolution of ex-
ports and of imports and shows no less clearly 
that the trend of the present world situation is 

favourable to the region as a whole. While the 
implicit prices of all agricultural exports went 
up 14 per cent between 1970 and 1972, the 
rise of import prices turns out to have been ap-
preciably slower (2 per cent). \^at is more, 
a comparison of the Latin American and world 
indexes also reveals a favourable situation for 
this region (see table 14). 

Table 13 

LATIN A M E R I C A : V A L U E OF FOREIGN T R A D E IN 
A G R I C U L T U R A L COMMODITIES IN 1970, A T 1972 A N D 1973 PRICES 

Value of agricultural trade registered in 1970 

at 1970 
trices 

at 1972 
prices 

at 1973 
prices 

nominal real' nominal reaP> 

Agricultural exports 6 300 7 604 
Agricultural imports 1 500 1 811 

Agricultural trade balance 4 800 5 793 
Gross additional income 983 
Net additional incomei» 

7 043 10 849 9 274 
1 677 2 583 2 208 

5 366 

566 

8 266 7 066 
3 460 

2 266 

SOURCE: Joint F A O / E C L A Agriculture Division, 
a Deflated with U N C T A D indices. 

Favourable effect of terms of trade. 

Table 14 

EVOLUTION OF A G R I C U L T U R A L FOREIGN T R A D E IN L A T I N A M E R I C A 
A N D T H E W O R L D 
(1961-1965 = 100) 

Exports Imports 

Value Volume Price Value Volume Price 

LATIN A M E R I C A 
Agricultural 

1970 136 121 112 129 127 102 
1971 133 116 115 144 136 105 
1972 152 119 128 150 151 105 

Foods 
1970 145 125 116 131 Ml 103 
1971 142 122 116 144 133 108 
1972 163 123 133 163 153 107 

W O R L D 
Agricultural 

1970 134 124 108 134 124 108 
1971 142 127 112 144 128 113 
1972 163 134 122 163 136 120 

Foods 
1970 143 128 112 143 127 113 
1971 154 132 117 157 133 118 
1972 177 140 126 177 141 126 

SOURCE: FAO, The State of Food and Agriculture 1973. 
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However, carrying the analysis beyond val-
úes and prices turns up a negative aspect when 
the situation is approached in terms of export 
volumes, for while the volume of world agri-
cultural exports rose 8 per cent between 1970 
and 1972, that of Latin American exports ac-
tually decreased by 2 per cent. 

These facts suggest several conjectures that 
need to be searchingly analysed. It is logical to 
suppose that even though the region has in-
creased its agricultural foreign trade earnings, 
the drop in the volume of its agricultural ex-
ports tetrays an inability to exploit fee op-
portunities available on the intematiooal mar-
ket. This could be due either to a deliberate 
policy of protection for domestic consumption 
or to sluggish reaction to rapid changes in the 
international situation. 

At all events, since the region—as brought 
out in the preceding section— îs still under-
utilizing its production resources, the fact that 
it did not take advantage of potential markets 
and did not manage at least to maintain its 
relative position on the world market only takes 
us back to the same problem: under-utilÍ2a.tion 
of opportunities both for production and for 
the expansion of markets. 

It is true that there are internal rigidities, 
and it is also true that, in regard to many 
coimlries and products, the structures and 
mechanisms of the world market are often 
grossly to the disadvantage of the developing 
economies. It is no less true, however, that the 
countries of the region often deal with those 
structures and mechanisms on an individual 
basis, thus making it unlikely that any dé-
marche wül be successful. Action en bloc 
through the integration schemes or other more 
specific organizations is without doubt the most 
effective and indeed the only course to take to 
find instruments capable of mobilizing the 
power that has to be displayed on the imperfect 
international markets of today. 

Some moves have already been made in this 
direction in Latin America. For example, there 
is the joint mission to the European Com-
munities undertaken in Brussels by Argentina, 
Uruguay and Paraguay in order to maintain 
the conditions for access by Latin American 
meats to that market. This joint decision was 
taken following the imposition by the EEC 
of a set of measxires affecting those exports 
(new duties, advance deposits and a new in-
dicative price for European production). Also 
worüi mentioning are the possible adoption of 

marketing machinery among coffee exporters 
proposed by Brazil in consequence of the prob-
lems that arose in renewing the Coffee Agree-
ment, and the intention of several Central 
American countries and Ecuador to set up an 
organization of banana exporting countries. 

3. Regional economic integration in the 
agricultural sector: the present situation 

Almost all the countries of Latin America?̂  
are members of the various economic co-
operation and integration movements that be-
gan in the region in the early sixties with the 
signing of the Treaty of Managua and the 
entry into operation of the Central American 
Common Market. In 1961 the Treaty of Mon-
tevideo set up LAFTA, and the Caribbean 
Free Trade Association (CARIFTA) was con-
stituted in 1967, followed in the same year by 
the Carribean Common Market (CARICOM). 
The end of the last decade witnessed the sign-
ing of the Cartagena Agreement and the Treaty 
of the River Plate Basin. Finally, contacts and 
negotiations have taken place in recent years 
with a view to the convergence of the existing 
schemes into a single Latin American common 
market. 

The general objectives to which the member 
countries of the various integration systems have 
adhered range from the liberalization of their 
trade to the establishment of an economically 
integrated area. 

The agricultural sectors in the countries of 
the region have participated to varying extents 
in the various existing arrangements. However, 
because of the characteristics of the national 
agricultural sectors in the region, in all of them 
agricultural products are subject to special ré-
gimes designed to prevent the dislocation of 
national production by unrestricted free trade. 
Moreover, in some groupings— t̂he Andean 
Group, for example—the objectives assigned 
to the sector go aU the way to the formulation 
of joint development programmes. 

Recent political and economic events on 
both the world and Latin American stages are 
strongly influencing the careers of integration 
schem .̂ The optimism of the early years is 
now giving away to undisguised pragmatism. 

20 Except f o r Panama and Dominican Republic, 
which have stated their intention of joining the C Á C M 
and C A R I F T A , respectively, and Cuba, which is a 
member o f the Council for Mutual Economic Aid 
( C O M E C O N ) , in the orbit o f the centrally planned 
countries. 
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That was how the Andean Group began. There 
followed later the signing of the Protocol of 
Caracas, which amended the original time-table 
for the transitional stage of LAFTA to make 
it more objectively realistic; this process is now 
passing throu^ a stage of thorough institutional 
review. Fortuitous and very unfortunate circum-
stances caused Central American integration to 
lapse into serious stagnation and then to lose 
ground that the region is only just beginning 
to regain. The Caribbean countries, several of 
which acquired political autonomy only a very 
short while ago, are grappling with the problems 
of integration along with those generated by the 
entry of the United Kingdom into the EEC.̂ i 
Common denominators of all the regional 
schemes are the special situation of the rela-
tively less developed countries and the laim of 
more equitable economic development, which 
ought to ensure in part a fairer distribution of 
the benefits of integration. In the face of all 
these difficulties, the countries of the region 
have reasserted their commitment to integra-
tion. 

As a result of the latest world developments 
in agricultural production and prices, the Latin 
American countries are now able not only to 
claim a more important international position 
for themselves as agricultural producers and ex-
porters, but also to secure for regional integra-
tion a more dynamic role in agricultural devel-
opment and in the charting of common trade 
strategies vis-a-vis third countries. In any case, 
the prospects for this sector must 'be viewed in 
a global setting of integration that takes account 
of its possible avenues of advance relative 
to those open more dynamic sectors of the re-
gional economy. The possible harmonization of 
some instruments of agricultural policy, such as 
price policy, can be considered only as part 
of the co-ordination of money and exchange 
policies. 

On the whole, agricultural trade still accounts 
for much of intra-regional trade in the diilerent 
groupings, in spite of increasing diversification 
towards products of greater added value or 
manufactures. Agricultural trade with third 
countries is significantly greater, however. The 
pace of growth of agricultural trade varies from 
one scheme to another, being greater in Central 
America than in LAFTA and being confined to 
a limited range of products in the Caribbean. 

21 As members of the Commonwealth, the 
CARIFTA countries could find better opportunities in 
the expanded market of the EEC, though limitations 
could be imposed on additional trade at any time. 

There have been significant increases in the 
intra-regional agricultural trade in certain items, 
but it is hard to discern whether they are caused 
by the liberalization of trade or by the growth 
of demand in deficit countries. However, this 
does not detract from the fact that there are 
still obvious possibilities of increasing trade, for 
certain products that could be produced in the 
region are still imported in sizable volumes 
from third countries. The reasons for this are 
majay, ranging from problems of supply, prices, 
transport and financing to commitments to third 
countries. 

Recent developments in the region justify a 
more optimistic view of the future of economic 
integration in Latin America. Noteworthy in 
this connexion is the recent meeting of the Min-
isters of Agriculture of the Cartagena A^ee-
ment countries, who ratified the policy decision 
to give greater impetus to agricultural trade 
and to promote the complementation and har-
monization of Andean agricultural production 
policies. Both in the Andean Group and in 
LAFTA, for the purpose of generating informa-
tion for the recently started collective negotia-
tions, the study of this sector has been carried 
further, with the result that a series of updated 
investigations on diSerent aspects of regional 
agriculture is now available. With some institu-
tional aspects of organization and operation re-
solved, the Central American Common Market 
is endeavouring to identify agricultural policy 
criteria for its own restructuring and improve-
ment. Among the Caribbean countries and ter-
ritories, regional and international trade prob-
lems are giving way to the consideration of 
balanced agricultural development, particularly 
in connexion with the agricultural situation on 
the smaller islands. 

In the context of a needed world strategy on 
international agricultural adjustment, regional 
co-operation dearly contributes towards that 
end. On the international level, both among the 
countries of each re^on and between regions, 
integration schemes can contribute increasingly 
to attainment of the intermediate and ultimate 
objectives of development by strengthening 
their negotiating position. Also worth mention-
ing is the need to adjust agricultural production 
policies and to revamp the use of production 
resources with a view to better exploitation of 
the advantages of specialization and comple-
mentation. 

Because of the importance of agricultural 
trade with the rest of the world, the present 
international market situation for foods and 
agricultural raw materials offers a major op̂  



portunity for the countries of the region, along 
with producers in other areas, to develop a 
common strategy for the placement of their 
production on importing markets. This con-
certed posture is bound to make possible the 
maintenance of adequate conditions in terms of 
access and prices on buyer markets interested 
in assured and stable supplies. Moreover, in-
tra-regional trade in agricultural commodities 
can grow with the co-operation and integration 
movements. At the same time, the countries 
win be able to realize gradually their aims of 
co-ordinating and hannonizing the instruments 
and measures of their policies on trade and 
agricultural production. 

To sum up, regional co-operation and inte-
gration are accepted as among the best courses 
now open to the Latin American countries for 
promoting their economic development. Inte-
gration is now seen not as a substitute for but 
as a complement to extra-regional trade. In the 
future, the developing re^ons will have to look 
increasingly to their own production to supply 
their demand for foods and raw materials ÍE 
they really want to improve the nutritional 
status and levels of living of their populations. 

Latin America, this is given special rele-
vance by the high rate of population growth. 
In the face of this prospect, integration can and 
should have a central part to play. 
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